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U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Washington,  DC. 

The  Committee  met  at  10:30  a.m.,  in  room  SD-538  of  the  Dirk- 
sen  Senate  Office  Building,  Senator  Donald  W.  Riegle,  Jr.  (Chair- 
man of  the  Committee)  presiding. 

OPENING  STATEMENT  OF  CHAIRMAN  DONALD  W.  RIEGLE,  JR. 

The  Chairman.  The  Committee  will  come  to  order. 

Let  me  welcome  those  in  attendance  this  morning.  We're  a  little 
late  starting  because  we  had  a  vote  scheduled  shortly  after  10  a.m. 
this  morning.  I  apologize  to  the  nominees  for  the  delay  for  that 
purpose. 

This  morning  we  will  be  considering  the  nominations  of:  Ricki 
Tigert  to  Chair  the  FDIC;  Andrew  "Skip"  Hove,  Jr.,  to  serve  as  Vice 
Chairman  of  the  FDIC;  and  Anne  Hall,  to  serve  as  an  FDIC  Board 
Member. 

We  all  know  that  the  Federal  Deposit  Insurance  Corporation  is 
one  of  the  most  important  independent  agencies  in  our  Grovem- 
ment.  It  has  the  responsibility  of  ensuring  the  safety  of  more  than 
$2V2  trillion  in  deposits  at  both  our  banks  and  our  thrifts.  To  per- 
form that  role,  the  FDIC  has  some  14,000  employees  and  an  oper- 
ating budget  of  approximately  $2  billion.  It's  a  big,  complex,  impor- 
tant national  business. 
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The  aeency's  task  will  increase  next  year  when  it  takes  over  the 
responsibility  for  resolving  failed  thrifts  from  the  RTC — the  Resolu- 
tion Trust  Corporation. 

This  morning  we  will  first  consider  the  nomination  of  Ricki 
Tigert  to  be  the  Chairwoman  of  the  FDIC.  Ms.  Tigert  graduated 
magna  cum  laude  from  Vanderbilt  University  and  is  an  honor's 
graduate  from  the  University  of  Chicago  Law  School,  where  she 
was  a  member  of  the  Law  Review. 

She  subsequently  clerked  for  the  Honorable  Judge  Minor  Wisdom 
of  the  U.S.  Court  of  Appeals  for  the  Fifth  Circuit.  From  1977  to 
1978,  Ms.  Tigert  was  counsel  to  the  Subcommittee  on  Citizens'  and 
Shareholders'  Rights  and  Remedies  of  the  Senate  Judiciary  Com- 
mittee. From  1979  to  1983,  Ms.  Tigert  was  in  private  law  practice 
here  in  Washington  where  she  worked  on  financial  institution  is- 
sues. From  1983  to  1992,  Ms.  Tigert  served  in  the  public  sector, 
first  as  a  senior  counsel  for  International  Finance  at  the  U.S.  De- 
partment of  Treasury.  And  then  beginning  in  1985,  as  assistant, 
and  later,  associate  counsel  general  for  International  Banking  at 
the  Federal  Reserve  Board. 

Since  1992,  she  has  been  a  partner  in  the  law  firm  of  Gibson, 
Dunne,  and  Crutcher,  where  she  has  provided  legal  advice  on  bank 
regulatory  issues  and  on  various  international  and  domestic  finan- 
cial transactions.  She  has  also  taught  International  Finance  at 
Georgetown  University  Law  Center  and  taught  comparative  inter- 
national banking  regulation  as  a  visiting  law  professor  in  Ger- 
many. In  addition,  she's  published  a  number  of  articles  relating  to 
international  banking  and  other  financial  services  topics. 

She  brings  to  this  assignment  a  diverse  and  experienced  back- 
ground in  financial  services  regulation.  We'll  call  on  her  shortly. 

I  want  to  begin,  however,  by  acknowledging  the  presence  of  our 
own  Committee  Member  and  Chairman  of  the  Senate  Budget  Com- 
mittee, Senator  Sasser,  who  is  here  to  make  an  introductory  com- 
ment. 

Senator  Sasser,  we're  pleased  to  have  you  and  would  like  your 
comments  now. 

OPENING  STATEMENT  OF  SENATOR  JIM  SASSER 

Senator  Sasser.  Well,  thank  you  very  much,  Mr.  Chairman.  My 
remarks  will  be  brief  because  you  have  generally  covered  the  career 
of  Ms.  Tigert. 

Let  me  just  say  that,  in  my  view,  Ms.  Tigert  is  ideally  suited  to 
lead  the  Federal  Deposit  Insurance  Corporation  in  this  very  critical 
time. 

This  is  a  very  important  institution,  as  you  and  the  Committee 
Members  know,  Mr.  Chairman,  that  guarantees  the  bank  deposits 
of  millions  of  our  fellow  Americans.  During  the  decade  of  the 
1980's,  we  learned  just  how  important  the  Federal  Deposit  Insur- 
ance Corporation  can  be  and  is. 

As  you  have  outlined,  Mr.  Chairman,  Ms.  Tigert  brings  a  very 
impressive  resume  to  her  position,  should  she  be  confirmed  to  be 
Chairman  of  the  Federal  Deposit  Insurance  Corporation. 

Her  academic  credentials  are  certainly  impeccable.  Not  the  least 
of  her  accomplishments  is  that  she  is  a  native  of  the  State  of  Ten- 
nessee and  is  one  of  my  constituents,  Mr.  Chairman.  She  grew  up 


in  Smyrna,  Tennessee.  As  you  indicated,  she  graduated  magna  cum 
laude  from  Vanderbilt  University  and  earned  a  master's  degree 
from  the  University  of  North  Carolina,  a  doctor  in  jurisprudence 
from  the  University  of  Chicago,  where  she  graduated  with  honors. 
She  has  been  a  teacher  of  considerable  note.  She  has  also  been  the 
author  of  a  number  of  articles  in  scholarly  journals  across  the  coun- 
try. 

Ms.  Tigert's  expertise  goes  beyond  the  academic  world,  however. 
She  has  extensive  experience  in  banking  and  financial  issues 
which,  I  think,  make  her  extremely  qualified  to  head  the  FDIC. 

She  has  a  broad  background  in  Government  which,  I  think,  is 
very  important  in  this  post.  She  has  worked  for  both  the  executive 
branch  of  Government  and  the  legislative  branch.  And  she  spent  7 
years  at  the  Federal  Reserve  Board,  which  will  stand  her  in  good 
stead  in  her  future  duties. 

She  served  for  2  years  as  counsel  to  the  Senate  Judiciary  Sub- 
committee on  Citizens'  and  Shareholders'  Rights  and  Remedies. 
She  was  in  the  private  practice  of  law  for  5  years,  focusing  on 
banking  and  financial  issues. 

She  continued  her  Government  service  as  senior  counsel  for 
International  Banking  at  the  Treasury  Department.  At  Treasury, 
she  worked  on  international  finance  issues  and  was  a  key  member 
of  the  team  that  developed  a  new  U.S.  Treasury  bond. 

In  1985,  Ms.  Tigert  began  her  distinguished  tenure  at  the  Fed- 
eral Reserve,  and  I  think  that's  very  critical  to  the  post  that  she 
is  aspiring  to  today.  She  held  the  highly  responsible  and  demand- 
ing position  of  associate  counsel  for  International  Finance.  She  was 
in  charge  of  a  host  of  international  legal  issues  affecting  both  for- 
eign and  domestic  banking. 

Mr.  Chairman,  this  nominee  has  a  most  impressive  professional 
life.  But,  I  think,  it's  interesting  to  note  that  she  has  found  time 
to  help  others  in  her  busy  life.  She  served  for  6  years  on  the  board 
of  the  Girl  Scout  Council  and  she's  been  a  volunteer  tutor  in  the 
Saturday  Learning  Program  of  the  District  of  Columbia  public 
schools.  This  program,  I  might  say  as  an  aside,  is  one  that  both  my 
wife  and  my  children  have  participated  in,  and  it  is  an  excellent 
program. 

Mr.  Chairman,  we  have  before  us  this  morning  an  extremely 
qualified  and  dedicated  public  servant.  I  think  she  is  a  superb  se- 
lection to  head  up  the  Federal  Deposit  Insurance  Corporation.  I 
congratulate  the  President  on  his  nomination  and  I  urge  the  Com- 
mittee to  favorably  report  out  her  nomination. 

I  thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Sasser,  thank  you  very  much  for  those 
comments.  We're  pleased  to  have  them.  Let  me  excuse  you  now,  if 
you  want  to  join  us  here  or  if  you  have  other  things  to  do. 

I'm  going  to  call  on  you,  Ms.  Tigert,  for  your  opening  statement. 
And  then  after  we've  had  that  and  comments  from  Members  here, 
I'm  going  to  administer  the  oath  and  we'll  go  to  questions. 

Before  I  call  on  you,  let  me  ask  if  any  of  my  other  Committee 
colleagues  want  to  have  a  moment  of  recognition  before  we  move 
to  the  nomination. 


OPENING  COMMENT  OF  SENATOR  CHRISTOPHER  J.  DODD 

Senator  Dodd.  Well,  Mr.  Chairman,  just  to  commend  the  Presi- 
dent for  this  nomination  and  commend  our  nominee  for  accepting 
the  nomination.  I  believe  she  is  a  highly  qualified  nominee  and  one 
that  I  look  forward  to  supporting. 

The  Chairman.  Very  good.  Senator  Dodd. 

Anybody  else  seek  recognition? 

Senator  D'Amato.  Mr.  Chairman. 

The  Chairman.  Yes,  Senator  D'Amato. 

OPENING  STATEMENT  OF  SENATOR  ALFONSE  M.  D'AMATO 

Senator  D'Amato.  Mr.  Chairman,  I  had  a  previous  opportunity  to 
speak  to  the  nominee  informally  when  I  met  with  her.  I  think  we're 
indeed  fortunate  that  she  is  someone  who  has  the  experience.  She 
indicates  to  me  that,  notwithstanding  any  personal  relations  she 
may  have  with  people  in  the  Administration,  she  feels  and  has  in- 
dicated that  she  will  be,  independent.  That  is  very,  very  important. 
I'm  impressed  by  her  sincerity.  So  I  intend  to  support  the  nominee. 

Mr.  Chairman,  I'd  like  to  take  a  few  moments  out,  if  I  might,  as 
Ranking  Member,  to  indicate  to  you  that  I  received  your  letter  with 
respect  to  concerns  that  the  Minority  Members  unanimously  ex- 
pressed in  asking  that  a  hearing  be  held  with  respect  to 
Whitewater  Madison  Guaranty  and  the  statute  of  limitations  which 
is  running  out. 

Mr.  Chairman,  I  respect  your  concerns,  I  want  you  to  under- 
stand, about  not  interfering  with  the  special  counsel's  criminal 
probe.  I  think  that  obviously,  every  Member  of  the  Committee  un- 
derstands that.  But  I  continue  to  believe  in  the  Committee's  re- 
sponsibility to  look  into  this  on  the  civil  side  and  in  our  ability  to 
conduct  the  Committee's  actions  properly. 

Let  me  point  out  that  the  statute  of  limitations  on  civil  actions 
may  expire  by  the  end  of  this  month,  February  28.  That's  just  4 
weeks  away. 

We  don't  know  the  exact  date  for  sure,  and  the  reason  we  don't 
know  for  sure  is  because  the  RTC — notwithstanding  that  we  have 
written  to  them  on  two  occasions,  not  withstanding  that  staff  has 
had  numerous  meetings  with  them  and  spoken  to  them — refuses  or 
has  failed  to  reply  as  it  relates  to  what  activities  they  have  under- 
taken and  when  the  statute  of  limitations  actually  does  expire. 

Their  failure  to  reply  is  inexcusable.  This  is  not  a  matter  of  1 
day,  48  hours.  This  is  now  going  well  into  its  third  week.  We  have 
had  two  official  communiques  to  them. 

I  would  ask  the  Chairman  if  you  might,  at  least,  ask  our  staffs 
to  get  together  in  a  bipartisan  effort  and  request  that  they  give  us 
the  information.  Give  us  the  facts  as  to  what  actions  on  the  civil 
side  have  been  undertaken.  We  do  not  wish  to  compromise  the  Fed- 
eral criminal  investigation.  But  the  RTC  should  let  us  know  the 
status  of  their  activities.  Are  they  undertaking  any  actions  which 
has  been  taken  in  the  past  in  other  cases  to  get  a  waiver  or  a  toll- 
ing of  the  statute  of  limitations  as  it  relates  to  those  people  who 
may  or  may  not  have  any  liability? 

I  don't  think  we  can  tolerate  such  an  attitude. 

Now  we  just  voted  $18  billion,  this  Committee,  and  almost 
unanimously,  I  might  add,  with  almost  total  support  on  our  side  to 


the  RTC.  And  to  have  them  act  in  such  an  arrogant  manner,  refus- 
ing to  give  us  information  which  we  could  probably  obtain  under 
a  Freedom  of  Information  Act  request,  but  I  don't  understand  why 
we'd  have  to  do  that,  it  is  inexcusable. 

I  am  going  to  formally  request  a  RTC  Oversight  Committee  hear- 
ing, Mr.  Chairman,  and  I  will  do  that  later.  But  I  want  you  to 
know  because  of  our  relationship.  Ours  has  been  an  extraordinary 
one  of  bipartisan  cooperation  to  support  additional  resources  that 
the  Administration  requested  for  the  RTC,  and  other  matters, 
whether  it  be  community  banks  or  whether  it  be  making  available 
monies  for  the  RTC. 

We  have  done  that,  again,  in  totality.  It's  very  difficult  to  distin- 
guish the  Republican  Members  from  the  Democratic  Members,  or 
vice-versa,  as  it  relates  to  these  issues  that  we've  undertaken. 

I  will  be  formally  requesting  that  this  Committee  convene  a 
hearing  on  the  RTC  Oversight  Board.  Let  me  point  out  that  the 
Committee  has  not  had  one  single  hearing  since  last  March,  even 
though  we  are  required  by  statute  to  have  semi-annual  reviews. 

I  would  hope  that  you  would  agree  to  this  request  and  schedule 
one  as  soon  as  possible,  certainly  within  the  next  week  or  10  days, 
so  that  we  can  come  in  under  that  statute  of  limitations  and  get 
from  them  the  information  that  we  are  entitled  to  have  as  a  matter 
of  our  oversight  responsibilities  and  that  the  American  public  is  en- 
titled to. 

So  while  I  certainly  understand  and  respect  your  initial  response, 
I  would  hope  that  we  could  have  staff  work  on  a  joint  request  from 
the  RTC,  number  one,  to  respond  to  us  and,  number  two,  to  set  up 
a  hearing. 

I  have  nothing  further. 

The  Chairman.  Well,  let  me  respond. 

First  of  all,  I  appreciate  the  tone  in  which  you  make  those  points 
and  raise  those  issues. 

As  you  note,  we  have  worked  together  cooperatively  on  this  Com- 
mittee, certainly,  you  and  I  have,  in  the  time  that  we've  been  to- 
gether as  Chairman  and  Ranking  Member.  Prior  to  that  time.  Sen- 
ator Garn  and  I.  He  had  the  position  that  you  now  hold,  the  same 
thing.  I'm  very  proud  of  the  record  of  bipartisanship  and  coopera- 
tion that  we  have  had  here,  and  it's  important  that  it  be  that  way 
and  that  we  continue  it. 

I,  of  course,  can't  purport  to  speak  for  the  RTC  as  to  why  they 
have  not,  thus  far,  responded  to  the  request  that  you've  made  to 
them  on  this  matter  in  terms  of  the  statute  of  limitations.  I  think 
they  ought  to  respond  and  I  assume  that  they  will  respond.  So,  cer- 
t£iinly,  I  will  support  your  right  to  have  an  answer  one  way  or  the 
other. 

As  you  know,  we  have  had  long  discussions  and  struggles  here 
about  extending  the  statute  of  limitations  in  civil  cases.  I  felt  very 
strongly  that  we  should  do  that.  There  was  a  division  on  the  Com- 
mittee. So  that  is  not  an  issue  that  we  have  not  dealt  with.  It's  an 
issue  that's  been  very  much  front  and  center. 

I  think,  from  my  vantage  point,  certainly,  if  there's  any  sense  in 
any  case  that  there  is  a  civil  recovery  that  ought  to  be  pursued  in 
advance  of  any  application  of  the  statute  of  limitations,  presum- 


ably,  the  regulatory  agencies  are  not  only  free  to  do  that,  but  that's 
part  of  their  job. 

Now  with  respect  to  the  RTC  Board  hearing,  I  agree  with  you. 
I  think  we  ought  to  have  them  in.  I  don't  know  whether  we  can 
do  it  within  the  next  week  or  10  days,  but  let's  work  on  a  mutually 
agreeable  time  in  which  they  can  come  and  review  the  whole  scope 
of  the  RTC  activities  at  this  time.  As  you  point  out,  we've  given 
them  the  final  funding  authority  that  they  sought,  so,  presumably, 
they  now  are  in  a  position  to  tell  us  how  they  see  the  wind-up  of 
their  operation  based  on  that  legislation  having  just  been  enacted. 

So  let's  see  if  we  can't  proceed  in  that  fashion.  I  understand  the 
points  you're  making  and  let's  see  if  we  can't  resolve  it  in  that  way. 

Senator  D'Amato.  Well,  I  thank  the  Chairman.  And  I  would  hope 
that  we  could  hold  that  hearing  as  quickly  as  possible.  I  thank  you 
for  your  understanding  in  this  matter. 

Senator  Murray.  Mr.  Chairman. 

The  Chairman.  Yes,  Senator  Murray. 

OPENING  COMMENTS  OF  SENATOR  PATTY  MURRAY 

Senator  Murray.  Thank  you,  Mr.  Chairman.  To  bring  this  back 
to  the  issue  at  hand,  I  want  to  join  my  colleagues  in  welcoming  you 
here  todav,  Ricki  Tigert.  I  am  very  pleased  and  honored  to  be  sup- 
portive of  you  in  this  process.  And  I  want  to  thank  the  Chairman 
for  holding  this  hearing. 

I  think  it's  really  important  that  we  move  through  the  confirma- 
tion process  as  quickly  as  possible  because  only  when  the  Presi- 
dent's nominees  are  installed  and  working,  are  we  going  to  be  able 
to  continue  to  prolong  the  business  cycle  expansion  that  we're  see- 
ing today. 

I  also  wanted  to  mention  that  even  as  our  banks  are  profiting 
and  doing  well,  there's  a  lot  of  work  left  to  be  done  in  CRA  reform 
and  regulatorv  reform,  and  I  look  forward  to  working  with  you  on 
that  and  with  the  rest  of  the  nominees  today.  And  I'm  really 
pleased  to  be  here  today  to  listen  to  your  comments. 

Thank  you. 

The  Chairman.  Thank  you  very  much,  Senator  Murrav. 

If  we're  ready  to  proceed,  let  me  now,  Ms.  Tigert,  I  m  going  to 
ask  you  to  stand.  I'm  going  to  administer  the  oath. 

Do  you  swear  that  the  testimony  you're  about  to  give  is  the 
truth,  the  whole  truth,  and  nothing  but  the  truth,  so  help  you  God? 

Ms.  Tigert.  I  do. 

The  Chairman.  Do  you  agree  to  appear  and  testify  before  any 
duly  constituted  Committee  of  the  Senate? 

Ms.  Tigert.  I  do. 

The  Chairman.  Very  good.  Let  me  again  welcome  you.  We're  de- 
lighted that  you're  here  today.  I'd  like  you  to  introduce  anybody 
that  may  be  accompanying  you  in  your  family  or  otherwise.  And 
then  we'd  like  to  have  your  opening  statement. 

OPENING  STATEMENT  OF  RICKI  RHODARMER  TIGERT,  OF 
TENNESSEE,  TO  BE  CHAIRWOMAN  OF  THE  BOARD  OF  DIREC- 
TORS OF  THE  FEDERAL  INSURANCE  CORPORATION 

Ms.  Tigert.  Thank  you  very  much,  Mr.  Chairman. 


I  am  deeply  honored  that  President  Clinton  has  nominated  me 
to  chair  the  Federal  Deposit  Insurance  Corporation.  I  am  also  hon- 
ored to  be  here  today  before  you,  the  Members  of  the  Senate  Bank- 
ing Committee.  If  I  am  confirmed  by  the  U.S.  Senate,  I  look  for- 
ward to  working  with  each  of  you  on  many  of  the  crucial  issues 
that  face  our  banks  and  their  customers. 

I  would  like  to  describe  very  briefly  this  morning  my  views  on 
the  banking  system  and  on  the  FDIC,  and  my  vision  for  the  future. 

My  number-one  goal  will  be  the  credibility  of  the  U.S.  banking 
system.  This  means  strong  banks  and  healthy  deposit  insurance 
funds. 

Our  banks  are  now  enjoying  record  earnings.  But  those  of  us  who 
care  about  the  strength  of  the  system  must  learn  from  our  experi- 
ences in  the  recent  past.  The  FDIC  resolved  more  than  1,300  failed 
banks,  with  combined  assets  of  more  than  $200  billion  in  the  past 
8  years.  No  taxpayer  monies  were  devoted  to  meet  the  losses  of  the 
failed  banks.  But  the  strain  was  great.  The  insurance  funds  for 
banks  and  thrift  institutions  must  be  strengthened  and  protected. 
For  the  FDIC,  as  the  administrator  of  the  deposit  insurance  funds, 
continued  vigilance  and  independence  is  essential. 

The  safety  and  soundness  of  the  banking  system  is  key  to  its 
credibility.  The  FDIC's  independence  is  crucial  to  safety  and  sound- 
ness. The  lessons  of  the  past  8  years  must  not  be  lost.  They  must 
be  learned  and  then  used  beneficially.  The  risks  to  banks  must  be 
catalogued  and  monitored  regularly.  We  must  ask  whether  it  is 
possible  to  be  better  at  predicting  potential  losses,  and  if  so,  how 
we  can  educate  banks  before  they  occur.  This  is  a  responsibility 
that  the  FDIC,  with  all  of  its  history  and  experience,  is  uniquely 
qualified  to  undertake. 

There  are  several  corollaries  to  these  primary  lessons  of  safety 
and  soundness  for  banks  and  of  independence  for  the  FDIC. 

First,  a  more  thoughtful  structure  for  bank  regulation  should  in- 
crease the  energy  and  funds  that  banks  can  devote  to  the  U.S. 
economy.  Banks  must  be  relieved  from  overlapping,  confusing,  and 
duplicating  regulation  that  is  not  essential  to  safety  and  sound- 
ness. We  need  to  make  certain  that  the  Government  itself  is  not 
partly  responsible  for  the  declining  role  of  banks  in  providing  credit 
and  accepting  the  savings  of  Americans.  For  these  reasons,  I  sup- 
port regulatory  consolidation. 

Second,  every  American  must  have  full  and  fair  access  to  bank 
services.  I  give  you  my  personal  commitment  to  fight  lending  dis- 
crimination and  to  enforce  community  reinvestment  requirements. 
Anything  less  than  full  and  fair  access  for  all  Americans  not  only 
drives  away  potential  customers  from  the  banking  system.  It  af- 
fects the  credibility  and  hence,  the  soundness,  of  the  system.  Banks 
should  be  judged  on  their  performance  and  not  on  the  weight  of 
their  paperwork. 

Third,  the  integrity  and  credibility  of  the  FDIC  must  be  beyond 
question.  The  FDIC  must  be  fair  and  responsive  to  Americans 
whose  lives  it  touches.  That  means  assuring  that  bank  customers 
understand  what  is  insured  and  what  is  not  insured,  and  it  means 
even-handedness  in  dealing  with  those  affected  when  an  institution 
fails. 
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The  FDIC  is  blessed  with  many  hard-working,  dedicated  public 
servants.  They  face  a  very  difficult  period  of  transition — from  a 
"war"  footing — when  the  FDIC  was  a  principal  manager  of  efforts 
to  deal  with  the  banking  crisis — to  today's  goal  of  keeping  the 
peace  by  strengthening  the  financial  system  and  contributing  to 
economic  growth.  Much  has  been  asked  of  the  public  servants  of 
the  FDIC  over  the  past  8  years.  I  am  eager  and  honored  to  have 
been  nominated  to  work  with  them. 

The  transition  that  the  FDIC  faces  will  not  be  easy.  It  includes 
the  challenge  ultimately  of  integrating  the  functions  and  staff  of 
the  Resolution  Trust  Corporation.  If  confirmed  by  the  U.S.  Senate, 
I  will  devote  my  intellect,  my  energies,  my  experience,  and  my 
goodwill  to  the  task.  I  believe  sound  management  involves  setting 
clear  goals  and  giving  precise  direction,  as  well  as  the  willingness 
to  make  hard  decisions  and  to  show  compassion  in  dealing  with 
people's  lives. 

I  accept  the  challenge  with  keen  interest  and  a  strong  desire  to 
presei^e  the  best  of  the  60  years  of  the  FDIC's  service  to  the  Amer- 
ican people  and  to  enhance  in  new  ways  its  ability  to  meet  the  de- 
mands of  the  future. 

Thank  you  very  much,  Mr.  Chairman. 

I  would  like  to  introduce  the  members  of  my  family  who  are  here 
today  from  Tennessee. 

The  Chairman.  Please  do. 

Ms.  TiGERT.  My  mother,  Sue  Martel,  who  is  a  professor  of  psy- 
chology at  Cleveland  State  Community  College  in  Cleveland,  Ten- 
nessee. 

Mv  stepfather,  George  Martel,  who,  until  his  retirement,  worked 
on  children's  welfare  issues  for  the  State  of  Tennessee. 

My  sister,  Nancy  Allen — the  one  who  looks  like  me — is  an  elected 
county  commiss^ner  in  Rutherford  County,  Tennessee,  the  tov/n  of 
Murfreesboro,  where  I  went  to  high  school. 

Unfortunately,  my  father  and  stepmother  could  not  be  here.  My 
father.  Burl  Rhodarmer,  is  ill  with  the  fiu  in  Nashville.  Until  his 
retirement,  he  served  for  27  years  in  the  U.S.  Air  Force. 

You  can  see,  Mr.  Chairman,  that  I  have  a  family  that  believes 
in  public  service,  as  do  I.  And  I  am  here  today  because  of  their  sup- 
port, their  love,  and  their  encouragement. 

Thank  you  very  much.  I  would  be  delighted  to  respond  to  ques- 
tions from  Members  of  the  Committee. 

The  CHAmMAN.  Thank  you  very  much.  That's  a  fine  opening 
statement  and  I  know  your  family  is  very  proud  of  you  today  as 
you  are  of  them.  It's  a  delight  that  your  mother  and  your  step- 
father can  be  here. 

We  send  our  best  wishes  along  to  your  father,  who's  suffering 
from  the  fiu,  and  we  welcome  your  other  family  members  as  well. 

Ms.  TiGERT.  Thank  you,  Mr.  Chairman. 

The  Chairman.  As  you  know,  I  want  to  cover  some  issues  that 
are  before  the  Committee  now  and  I  want  to  try  to  move  through 
these  as  efficiently  as  we  can. 

Senator  D'Amato  and  I,  as  well  as  the  Administration,  have  pro- 
posed, and  there  is  bipartisan  support  for  the  consolidation  of  the 
bank  regulatory  functions  of  the  FDIC,  the  Federal  Reserve,  the 
OTS,  and  the  OCC,  into  a  new  Federal  Banking  Commission. 


I  want  to  ask  you  again,  I  know  you  touched  on  it  in  your  state- 
ment, but  I  want  you  to  state  again  the  degree  to  which  you  sup- 
port the  approach  taken  by  Senator  D'Amato,  myself,  and  the  Ad- 
ministration to  consohdate  and  restructure  our  bank  regulatory 
system. 

Ms.  TiGERT.  Mr.  Chairman,  I  think  in  your  joint  letter  to  Presi- 
dent Clinton,  you  and  Senator  D'Amato  and  Chairman  Gonzalez 
were  right  on  target  when  you  said  the  current  system  is  inefficient 
and  archaic  and  that  it  needs  to  be  retooled.  This  system  very 
much  needs  to  be  designed  to  serve  the  American  public  better. 

I  don't  think  it  is  just  a  matter  of  good  Government,  although  I 
personally  think  that  there's  everything  right  with  wanting  to 
make  our  Grovernment  work  better.  I  do  think  it's  a  matter  of  mak- 
ing certain  that  the  banks  and  the  thrift  institutions  are  contribut- 
ing productively  to  this  economy  and  are  not  sidestepped  by  ineffec- 
tive, inefficient,  and  unnecessary  regulation  that  is  not  essential  to 
safety  and  soundness. 

So,  yes.  Senator,  I  support  the  Administration's  consolidation 
proposal  and  I  very  much  applaud  you  and  Senator  D'Amato  for 
your  important  efforts  and  first  important  step  in  this  direction. 

The  Chairman.  Well,  very  good.  I  appreciate  having  that  strong 
endorsement  because  we  want  to  move  ahead  and  get  this  done.  I 
think  there's  much  to  be  gained.  I  think  it  will  streamline  the  sys- 
tem; we'll  get  more  effective,  clear-cut  regulation;  and  we  won't 
have  all  the  overlap  and  all  the  friction. 

How  high  a  priority  would  you  assign  to  the  consolidation  of  our 
bank  regulatory  agencies? 

Ms.  TiGERT.  I  would  give  it  a  very,  very  high  priority,  Mr.  Chair- 
man. 

The  Chairman.  Now,  let  me  move  to  another  issue. 

Senator  D'Amato  and  I  have  proposed  legislation  to  address  in- 
sider abuses  in  mutual-to-stock  conversions.  It's  an  issue  very 
much  in  the  news.  Yesterday,  the  Office  of  Thrift  Supervision  im- 
posed a  moratorium  on  conversions  involving  mergers  and  an- 
nounced review,  of  its  regulations  governing  standard  conversions. 

I'm  wondering  what  your  reaction  is  to  our  legislative  proposal, 
and  do  you  support  a  moratorium  on  mutual-to-stock  conversions 
until  Congress  is  able  to  consider  this  type  of  legislation? 

Ms.  TiGERT.  As  I  stated,  Mr.  Chairman,  in  my  opening  state- 
ment, my  number-one  goal  is  the  credibility  of  the  banking  system. 
That  credibility  was  tarnished  during  the  crisis  of  the  last  8  years. 

Among  the  reasons  that  led  to  that  level  of  skepticism  was  in- 
sider abuse  in  some  institutions.  I  believe  the  system  must  not  look 
as  though  individuals  who  have  access  to  the  inside  can  profit  in 
ways  that  others  cannot,  including  depositors  themselves  in  the  in- 
stitution. 

I  was  troubled  by  a  recent  press  report  that  an  institution  in  the 
Midwest  will  offer  its  stock  for  a  conversion  only  to  insiders,  and 
at  the  conclusion  of  the  transaction,  will  be  less  well-capitalized 
than  afler  the  transaction.  This  gives  serious  cause  for  concern  as 
to  safety  and  soundness. 

I  applaud  your  efforts  and  those  of  Senator  D'Amato.  I  know  that 
your  proposed  legislation  would,  in  fact,  focus  on  the  authority  of 
the  Office  of  Thrift  Supervision. 
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I  would  suggest  that  I  believe  that  the  FDIC  itself  needs  to  have 
clear  authority  in  this  area.  I'm  aware  that  lawyers  at  the  FDIC 
have  questioned  whether  the  FDIC  has  that  authority  under  cur- 
rent law.  If  necessary  to  clarify  this  issue,  I  support  legislation  to 
give  the  FDIC  clear  authority  and  I  believe  it  is  necessary  to  look 
very  closely  at  the  issue  of  whether  a  moratorium  would  not  also 
be  appropriate  from  the  FDIC's  perspective  as  well. 

The  Chairman.  Let  me  raise  just  two  other  items  here  and  then 
go  to  my  colleagues. 

Do  you  believe  that  full  annual  on-site  examinations  are  nec- 
essary for  all  our  banks  and  thrifts? 

Ms.  TiGERT.  As  I  indicated,  I  think  we  very  much  need  to  learn 
from  the  lessons  of  the  last  8  years.  There  were  some  small  institu- 
tions and  not  so  small  institutions  during  this  period  that  were  not 
subject  to  annual  examination.  In  fact,  the  record  shows  that  some 
institutions  were  only  examined  every  3  to  5  years. 

I  think  it  is  essential  in  assuring  the  credibility  of  the  banking 
system  that  institutions  receive  regular  exams  and  that  they  are 
able  to  deal  with  problems  that  occur.  This  actually  serves  the  in- 
stitutions themselves  because  problems  can  be  identified  before 
they  lead  to  failure  and  losses  to  the  insurance  funds,  and  can  be 
rectified. 

I'm  aware  that  FIDICIA  calls  for  annual  exams  and  I'm  aware, 
Mr.  Chairman,  that  you  have  worked  very  hard  on  this  issue.  I  be- 
lieve that  the  credibility  of  the  banking  system  requires  continued 
regular  examinations  of  an  annual  nature  to  make  certain  that  the 
banking  system  can  be  restored  to  the  full  confidence  of  every 
American. 

The  Chairman.  Finally,  let  me  ask  your  thinking  as  to  your  level 
of  concern  about  the  way  we  regulate  what  are  called  derivatives, 
these  derivative  packages,  securities,  what  have  you. 

We're  told  that  by  September  1993,  the  notional  value,  the  face 
value  of  all  derivative  instruments  held  by  U.S.  bank  holding  com- 
panies was  $11.6  trillion.  If  that  number  is  accurate,  and  we're  told 
that  it  is,  that  is  an  extraordinary  amount  of  money. 

One  concern  is  that  derivative  products  increase  the  risk  that  the 
failure  of  one  firm  could  in  turn  jeopardize  the  entire  financial  sys- 
tem. Derivatives  are  regulated  indirectly  by  the  Federal  Reserve 
Board,  the  FDIC,  the  OCC,  the  OTS,  the  SEC,  and  the  CFTC.  And 
I'm  wondering  if  you  think  that  the  multiplicity  of  regulators  in- 
volved here  may,  in  fact,  increase  the  risk  of  a  failure  in  this  mar- 
ket. 

Ms.  Tigert.  I  think  the  size  of  this  market  is  indeed  a  source  of 
concern  in  addition  to  the  liquidity  in  the  market  and,  in  some 
cases,  the  illiquidity  because  some  instruments  are  very  complex 
and  not  well  understood  even  by  market  participants. 

I  also  believe  the  speed  with  which  these  transactions  are  con- 
cluded is  another  source  of  concern.  There  are,  therefore,  risks  in 
the  system.  I  must  add  that  there  are  some  useful  risk  manage- 
ment tools  that  allow  institutions,  for  example,  to  vary  the  interest 
rate  risk  that  thev  face  and  to  vary  the  currency  in  which  ihey  may 
need  to  pay  an  obligation.  The  vast  percentage  of  the  outstanding 
derivative  instruments  are,  in  fact,  interest  rate  contracts  and  for- 
eign exchange  contracts. 
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I  think  a  first  important  step  has  been  taken  by  the  industry  it- 
self through  the  Group  of  Thirty,  which  I  am  sure  you  are  aware, 
Mr.  Chairman,  has  made  24  separate  recommendations  to  institu- 
tions who  are  active  in  this  market  to  deal  with  these  risks. 

One  very  important  recommendation  is  that  the  senior  manage- 
ment of  the  institution  must  be  involved  in  assessing  the  risk  of 
the  business.  It  also  recommended  marking  these  instruments  to 
market  at  least  on  a  daily  basis,  as  well  as  harmonized  inter- 
national accounting  standards,  and  fuller  and  more  complete  disclo- 
sure of  this  activity. 

All  of  these  are  important  steps.  I  very  much  hope  that  the  in- 
dustry will  heed  the  advice  of  the  Group  of  Thirty. 

I  also  note  that  Secretary  Bentsen  has  called  for  reviving  the 
working  group  on  financial  transactions  which  was  first  created  in 
October  1987,  after  the  market  break,  in  an  effort  to  deal  with  the 
issues  presented  by  that  very  serious  problem. 

I  will  work  together  with  the  other  bank  regulators  on  an  inter- 
agency task  force  if  I  am  confirmed  by  the  United  States  Senate. 
I  believe  there  is,  perhaps,  a  potential  problem  with  these  issues 
falling  between  the  cracks  and,  therefore,  I  think  we  must  all  work 
very  closely  together  to  be  sure  we  understand  and  are  monitoring 
the  risks  presented  by  the  very  large  derivatives  market. 

The  Chairman.  Thank  you  very  much.  I'm  going  to  just  interrupt 
for  a  moment.  Senator  Glenn  has  joined  us.  He  is  here  to  make  an 
introductory  comment  about  Anne  Hall,  who  we'll  be  hearing  from 
a  little  bit  later.  I  want  to  always  try  to  accommodate  our  col- 
leagues when  they  can  come  and  appear. 

Let  me  just  have  you  stay  seated  and  I'll  invite  Senator  Glenn 
to  come  on  up.  We're  delighted  to  have  you  with  us  today. 

OPENmG  COMMENTS  OF  SENATOR  JOHN  GLENN,  FROM  THE 

STATE  OF  OHIO 

Senator  Glenn.  Thank  you,  Mr.  Chairman.  Thank  you  very 
much,  I  do  appreciate  your  accommodating  me  here.  We  do  all  have 
busy  schedules  and  I  have  another  Committee  meeting  I  have  to 
go  to,  also.  But  I  appreciate  it  very  much. 

I'm  glad  to  have  the  opportunity  to  be  here  this  morning  to  intro- 
duce Anne  Hall  to  you.  This  is  a  real,  live  Anne  Hall,  not  a  ficti- 
tious character  on  TV,  and  a  good  friend  of  ours.  I  know  she  has 
superb  qualifications  to  carry  out  all  the  responsibilities  that  I  hope 
you  will  give  her  following  this  nomination,  in  addition  to  having 
that  kind  of  high  name  recognition. 

I  was  one  of  all  Ohioans  who  were  delighted  to  hear  that  Anne 
was  to  be  nominated  to  serve  as  a  Board  Member  with  FDIC. 
We've  known  her  for  a  long  time  and  could  not  be  more  confident 
about  her  abilities. 

Many  of  you  know  her  father,  Tom  Luken,  who  served  in  the 
House  for  many  years.  But  I  want  to  talk  about  what  a  fine  nomi- 
nation President  Clinton  has  made  in  Anne  Hall. 

She  has  a  sterling  reputation  in  Ohio  and  in  the  banking  commu- 
nity. She  comes  to  us  as  a  vice  president  of  Banc  One  Corporation, 
now  one  of  the  largest  banks  in  this  country.  So  she  brings  a  lot 
of  experience  and  background  to  this  and  has  a  diverse  background 
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in  finance  and  in  community  development,  also.  She's  been  very  ac- 
tive in  that  area. 

She's  not  only  contributed  her  talents  to  the  success  of  the  bank- 
ing industry,  but  believes  in  giving  back  to  the  community  in  which 
she  serves.  Her  work  with  the  school  board,  the  Columbus  public 
schools,  the  board  of  education,  and  United  Way,  are  particularly 
exemplary. 

We  could  go  on  and  on  about  her  qualifications,  but  I  know  that 
she'll  do  great  things  at  FDIC  and,  I  think,  it's  the  best  possible 
nomination.  She's  superbly  qualified  by  background  and  were  glad 
to  give  her  our  very  full  support  and  recommendation  without  any 
qualification  whatsoever.  I  know  she'll  do  a  great  job.  I'm  glad  to 
be  here.  It's  an  honor  to  introduce  her  this  morning. 

The  Chairman.  Thank  you  very  much.  Senator  Glenn. 

That's  an  important  statement  of  endorsement.  We  appreciate  it 
and  let  me  excuse  you  and  Ms.  Hall,  we'll  get  back  to  you  just  a 
little  bit  later. 

Senator  Glenn.  Thank  you,  Mr.  Chairman.  I  appreciate  it. 

The  Chairman.  Thank  you.  Let  me  now  go  to  Senator  Domenici, 
who  was  the  first  person  to  arrive  on  that  side. 

Senator  Domenici. 

OPENING  COMMENTS  OF  SENATOR  PETE  V.  DOMENICI 

Senator  Domenici.  Mr.  Chairman,  I'm  just  going  to  ask  a  couple 
of  questions. 

I,  too,  have  had  the  opportunity  to  visit  with  the  nominee.  She 
took  time  and  I  took  time.  We  had  a  nice  discussion  about  the 
banking  industry  in  the  United  States. 

I  guess  that  I  remain  concerned  about  a  couple  of  things  in  the 
banking  industry  that  we  haven't  discussed  here  today. 

First  of  all,  let  me  give  you  an  example.  Everybody  is  touting  low 
interest  rates.  When  you  go  out  there  and  look  at  it,  most  of  those 
low  interest  rates  are  found  in  the  housing  market.  Housing  loans 
are  bundled  and  there's  a  big  secondary  market,  so  the  banks  are 
simply  intermediaries.  They  get  paid  something  for  putting  the 
work  together,  but  then  the  loans  go  off  and  tney  assume  very 
large  pools.  Consequently,  there's  a  very  small  amount  needed  to 
take  care  of  the  risks  in  attending  to  it. 

But  if  you  ask  a  small  businessman  in  Connecticut  or  Tennessee 
or  Albuquerque,  if  they  can  even  get  a  loan,  the  interest  rate  bears 
no  resemblance  to  the  highly  touted  low  interest  rate  that's  around. 

As  a  matter  of  fact,  I've  checked  it  out  and  I  think  that  for  most 
small  business,  they're  very  lucky  to  get  9V2  percent.  In  fact,  some 
are  very  delighted  to  pay  10  percent  and  IOV2,  even  today.  And 
that's  ir  they  can  get  a  loan.  Small  business  is  having  a  very  dif- 
ficult time  getting  loans  because  of  the  rash  of  regulatory  concerns 
from  all  of  the  bank  failures.  The  twin  to  that  is  the  real  estate 
market. 

Frankly,  in  my  office  you  quite  appropriately  told  me  that  one  of 
the  things  that  got  us  into  an  economic  crunch  and  problem  was 
when  the  bottom  fell  out  of  office  building  financing  and  commer- 
cial financing  in  this  country. 

There,  too,  the  issue  has  become  one  of  what  kind  of  interest 
rates  versus  what  everybody  understands  to  be  a  very  low  long- 


13 

term  rate  and  certainly  a  very  exciting  short-term  rate.  That's  not 
available  for  these  kinds  of  loans,  either. 

I  wonder  if  you  might  just  share  with  us  whether  that's  of  con- 
cern to  you.  And  second,  whether  you  think  we  ought  to  move  more 
aggressively  to  try  to  find  secondary  markets  for  both  of  those 
kmds  of  loans,  so  that  they  are  bundled  and  off  in  a  posture  much 
like  the  residential  loans.  Thus,  there  will  be  some  kind  of  risk  at- 
tendant to  the  very  large  bundles  of  them,  rather  than  subject 
them  regularly  to  the  audits  and  regulations  that  come  to  your 
FDIC  and  your  sister  institutions,  and  if  that  holds  for  both  loans 
I  talked  about. 

Would  you  talk  for  a  moment  about  that  and  how  you  see  the 
chances  of  this  country  fixing  that?  To  me,  that  would  be  a  very 
dramatic  movement  in  the  right  direction. 

Ms.  TiGERT.  As  I  indicated,  and  Senator  Sasser  has  confirmed, 
I  came  from  a  small  town  in  Tennessee.  I  saw  how  important  small 
banks  are  to  the  effective  functioning  of  businesses  and  individuals 
in  that  community.  I  am  concerned  tnat  there  are  people  across  the 
country  who  do  not  have  access  to  credit,  who  cannot  go  into  the 
capital  markets  with  commercial  paper  offerings. 

One  of  the  purposes  of  the  regulatory  consolidation  proposal  is, 
in  fact,  to  deal  with  this  issue  of  regulatory  burden,  to  eliminate 
excessive  Government  where  it  is  not  necessary  to  regulate  for 
safety  and  soundness  purposes.  I  think  that  that  is  an  important 
first  step  in  the  right  direction. 

I  believe,  also,  we  must  be  sensitive  as  we  continue  to  look  at 
regulatory  issues  in  the  future.  There  is  an  important  balance  here 
between  safety  and  soundness  and  assuring  the  productiveness  of 
banking  institutions  across  America. 

I  think  secondary  markets  have  proved  to  be  very  useful  devices 
for  bringing  liquidity  to  the  financial  system.  They  have  allowed 
banks  to  make  initial  loans,  to  pass  those  credits  onto  others,  and 
to  be  freed  up  to  continue  lending  to  business  and  individuals  who 
are  deserving. 

For  that  reason,  I  think.  Senator  Domenici,  you  have  raised  some 
very,  very  important  issues  which  I  expect  to  give  a  lot  of  attention 
to  if  I  am  confirmed  by  the  Senate. 

Senator  DOMENICI.  One  last  question.  Many  of  us  during  the 
waning  months  of  the  Bush  Administration  tried  to  make  the  point 
that  the  responsiveness  of  the  regulators  to  so  many  defaults  and 
so  many  S&L's  and  banks  going  broke,  seemed  to  be  putting  a  very 
tough  standard  on  whether  banks  could  lend  to  small  business  and 
make  commercial  loans. 

You've  just  alluded  to  that  and  called  it  overregulation, 
overauditing,  overappraisal,  whatever  it  is  that  fits  your  definition. 
But  shortly  after  the  President  went  into  office,  he  had  been  hear- 
ing this  in  his  campaign,  and  he  heard  it  at  that  first  economic 
summit.  He  heard  very  strongly  that  something  was  wrong.  What 
used  to  be  a  funnel  this  big  had  narrowed  down  and  had  a  bottle- 
neck in  it  and  the  loans  weren't  coming  out  the  other  end. 

He  suggested  he  was  going  to  instruct  and  all  of  you  were  going 
to  instruct  your  auditors  and  regulators  to  do  more  on  the  side  of 
character  loans.  He  suggested  he  would  not  require  appraisals 
when  they  were  just  incidental,  when  the  property  was  just  inci- 
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dentally  related,  and  a  number  of  other  things.  Perhaps  you  recall 
them. 

Might  I  ask,  will  you  take  a  look  once  you're  in  the  position  of 
chairing  the  FDIC  to  see  whether  these  wishes  of  the  President  in 
his  executive  order  are  really  turning  out  to  be  reality? 

You  must  know  that  the  regulators  are  very  independent  people. 
And  since  they  were  blamed  for  the  defaults,  it's  very  hard  to  ask 
them  to  do  anything  less  than  everything  they  think  ought  to  be 
done.  We're  in  a  sense  saying,  don't  do  quite  that  much,  in  cases 
where  appraisals  prove  to  be  rather  valueless  in  terms  of  safety. 

Will  you  look  at  that  and  perhaps,  Mr.  Chairman,  could  we  ask 
if  at  an  early  date,  she  might  report  to  us  whether  the  President's 
executive  order  is  working  with  reference  to  this  aspect. 

The  Chairman.  I  think  that's  appropriate.  Bear  in  mind,  we've 
got  a  legislative  package  we  reported  out  of  the  Committee  au-, 
thored  by  Senator  D'Amato,  supported  by  myself  and  yourself  and 
others,  on  the  securitization  of  small  business  loans. 

Senator  Domenici.  I  understand. 

The  Chairman.  So  we're 

Senator  DOMENICI.  We're  moving  in  that  direction. 

The  Chairman.  Yes,  strongly.  But  I  think  an  assessment  by  her 
as  she  settles  into  this  job,  once  confirmed,  would  be  useful. 

Ms.  Tigert.  I'd  be  delighted  to  look  at  that  question.  If  you'll  for- 
give a  personal  reference,  I  was  in  charge  of  overseeing  the  5-year 
review  of  the  international  regulation  of  the  Federal  Reserve  gov- 
erning all  international  banking  operations  of  U.S.  banks.  At  the 
conclusion  of  the  process,  one  of  my  favorite  telephone  calls  that  I 
received  in  7  years  at  the  Federal  Reserve  was  from  a  bank  who 
called  to  tell  me  that  it  was  the  first  time  he  really  felt  regulators 
had  paid  attention  to  the  comments  of  the  banks  and  tried  to  make 
the  regulation  work  better. 

I  think  we  need  to  make  regulation  and  Government  work  better. 
That  is  certainly  one  of  my  goals. 

Senator  Domenici.  Thank  you.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you.  Senator  Sasser,  anything  from  you? 

Senator  Sasser.  Just  one  quick  question.  I've  already  had  my  say 
on  this  nominee.  And  as  you  know,  Mr.  Chairman,  I  support  her 
enthusiastically.  But  there  was  some  discussion,  Ms.  Tigert,  some 
weeks  ago  about  perhaps  using  $15  million  of  Bank  Insurance 
Fund  resources  to  fund  an  affordable  housing  program. 

Now,  up  until  this  date,  the  sole  function  and  purpose  of  the 
Fund  has  been  to  protect  depositors  and  to  assure  the  safety  and 
soundness  of  the  banking  system. 

I  understand  this  proposal  to  use  the  Bank  Insurance  Funds  to 
subsidize  affordable  housing  has  been  dropped  now.  But  do  you 
agree  with  me  that  bank  insurance  premiums  that  are  collected 
should  remain  solely  dedicated  to  protecting  the  depositors? 

Ms.  Tigert.  Absolutely.  I  believe  that  the  credibility  of  the  bank- 
ing system  depends  upon  the  health  of  the  deposit  insurance  funds, 
and  I  do  not  believe  those  funds  should  be  used  for  any  other  pur- 
pose than  protecting  the  deposits  of  all  Americans. 

Senator  Sasser.  Thank  you.  Thank  you  very  much.  Mr.  Chair- 
man I've  got  some  other  questions  which  I'll  submit. 
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The  Chairman.  Very  good.  Questions  on  this  side?  Yes,  Senator 
Bennett. 

OPENmG  COMMENTS  OF  SENATOR  ROBERT  F.  BENNETT 

Senator  Bennett.  Thank  you,  Mr.  Chairman. 

I  too  have  some  technical  questions  that  I  would  like  to  submit 
for  the  record. 

The  Chairman.  Without  objection. 

Senator  Bennett.  I've  been  interested  in  your  testimony  and  in 
your  comments. 

In  response  to  the  question,  I  have  made  note  that  there  are  cer- 
tain areas  where  you  want  to  expand  the  FDIC  powers.  Supposed 
that  the  FDIC  lawyers  are  concerned  that  they  don't  have  the  legal 
authority  to  do  this  or  that,  and  you're  saying,  they  should  have 
that?  This  is  very  aggressive.  I'm  very  anxious  to  get  into  a  number 
of  areas  that  you  think  are  appropriate  for  safety  and  soundness. 

At  the  same  time,  you  endorse  the  President's  regulatory  consoli- 
dation proposal,  which,  presumably,  would  contract  FDIC  powers, 
and  say,  no,  we're  going  to  take  these  responsibilities  into  the 
banking  commission  and  leave  you  with  little  or  nothing  to  do, 
other  than  straight  insurance. 

Is  that  a  fair  characterization?  And  if  it  is,  are  you  saying  you 
want  these  powers  until  such  time  as  the  commission  comes  into 
effect,  at  which  point  you'll  be  happy  to  give  them  up?  Or  are  we 
seeing  a  first  glimmer  of  some  turf  wars,  even  as  we  talk  about 
regulatory  consolidation? 

Ms.  TiGERT.  Senator  Bennett,  I  do  not  think  there  is  any  nec- 
essary contradiction.  In  fact,  I  believe  the  number-one  focus  of  the 
Federal  Deposit  Insurance  Corporation  must  be,  as  I  have  indi- 
cated, the  safety  and  soundness  of  the  banking  system  and  healthy 
deposit  insurance  funds. 

For  the  FDIC  to  focus  its  energies  as  the  insurer  of  all  banks  and 
all  thrift  institutions  is  not  a  small  task.  It  is  a  very,  very  large 
task.  That  task  should  give  the  FDIC  continued  responsibility  with 
respect  to  determining  which  institutions  are  insured,  which  are 
not,  which  merit  continued  insurance,  and  which,  for  reasons  of 
violating  standards  of  safety  and  soundness,  should  be  terminated 
from  insurance. 

In  order  to  do  that  job  well,  the  FDIC  must  continue  to  have 
back-up  examination  authority — meaningful  back-up  examination 
authority — and  back-up  enforcement  authority.  These  are  critical. 

I  believe,  in  addition,  it  is  essential  that  the  FDIC  continue  to 
be  in  the  position  of  setting  the  assessments  for  the  deposit  insur- 
ance funds  and  that  it  focus  its  attention  on,  as  I  have  indicated, 
learning  from  the  lessons  of  the  last  8  years  and  being  better  able 
to  predict  losses  in  the  future  so  that  we  can  do  something  about 
them  before  they  occur. 

So  I  very  much  think  the  FDIC's  future  is  as  great  as  its  60-year 
past. 

Senator  Bennett.  But  my  question,  again,  you're  talking  about 
examination  authority.  Isn't  there  contemplation  that  there  would 
be  consolidation  of  examinations  as  a  result  of  the  regulatory  con- 
solidation, so  that  banks  that  complain  now  that  they're  examined 
by  the  FDIC,  and  they're  examined  by  the  Fed,  and  they're  exam- 
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ined  by  the  Comptroller  of  the  Currency,  and  so  on,  are  all  going 
to  say,  no,  you'll  get  a  single  examination? 

Isn't  there  a  possibility,  therefore,  that  that  responsibility  would 
go  from  the  FDIC  and  you  would  be  dependent  upon  the  actions 
of  the  newly  proposed  commission  for  your  information  and  that 
the  philosophy  is  that  there  would  be  a  free  flow  of  information, 
and  therefore,  there  would  be  a  consolidation  of  examination?  Or 
am  I  missing  the  purpose  of  the  regulatory  consolidation? 

Ms.  TiGERT.  As  I  understand  the  Administration's  proposal.  Sen- 
ator Bennett,  it  would  include  continued  back-up  examination  au- 
thority. That  means,  I  believe,  that  in  a  situation  where  the  pri- 
mary regulator  has  for  some  reason  not  obtained  sufficient  infor- 
mation, or  in  a  circumstance  where  there  are  changing  cir- 
cumstances so  that  it  is  necessary  to  have  up-to-date  information 
on  the  status  of  an  institution,  then  examination  by  the  FDIC 
would  be  appropriate. 

The  purpose  of  the  consolidation  plan  is  to  make  certain  that  we 
do  not  have  examiners  from  three  different  Federal  bank  regu- 
latory agencies  in  a  bank  at  the  same  time,  in  some  cases,  out- 
numbering the  employees  of  the  bank.  It  is  to  provide  a  more  i'a- 
tional  way  to  approach  regulation. 

Senator  Bennett.  I  would  hope  it  wouldn't  just  be  to  prevent 
them  from  being  there  for  the  same  time  and  guarantee  that  they'll 
be  there  6  weeks  apart,  but  that  all  three  will  still  come.  I  would 
hope  that  we  would,  indeed,  get  some  consolidation. 

We  can  deal  with  this  when  we  get  to  the  bill.  Let  me,  while  I 
have  you,  go  to  another  aspect  of  this. 

As  you  may  know,  the  Fed  opposes  the  Administration's  regu- 
latory consolidation  bill.  Chairman  Greenspan  has  made  some  very 
strong  statements  about  the  role  of  the  Fed  and  how  the  Fed's  role 
as  the  central  bank  would  be  compromised  if  it  did  not  have  its 
own  capacity  in  certain  areas  that  it  would  lose  if  the  consolidation 
took  place. 

In  other  words,  what  I  have  postulated  for  you,  that  is,  where 
you  want  to  expand  FDIC  powers.  In  fact,  FDIC  powers  would  be 
curtailed  as  they  were  transferred  to  the  single  regulatory  group. 

Chairman  Greenspan  has  indicated  that  that's  what  would  hap- 
pen to  the  Fed,  that  they  would  have  certain  functions  that  they 
feel  are  vital  to  their  performance,  and  if  they  were  taken  away 
from  them,  then  they  would  lose  control. 

Again,  I'm  sure  we'll  debate  this  when  we  get  into  the  legislation, 
but  I  want  to  take  advantage  of  the  fact  that  you've  worked  at  the 
Fed  for  8  years.  You  must  be  familiar  with  this.  As  long  as  we  have 
you  here,  I'd  like  to  have  your  comments  about  Chairman  Green- 
span's reservations  about  this  regulatory  consolidation  that  you've 
endorsed. 

Ms.  TiGERT.  Senator  Bennett,  I  believe  the  objectives  of  the  Ad- 
ministration and  the  Federal  Reserve  are  the  same:  That  the  Fed 
should  have  complete  independence  in  the  making  of  monetary  pol- 
icy and  safeguarding  the  payments  system  and  assuring  stability 
to  the  financial  system. 

Given  this  agreement  in  principle,  I  would  hope  that  any  dis- 
agreements can  be  resolved,  and  I  would  hope  to  be  part  of  that 
process. 
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Senator  Bennett.  I  see.  Thank  vou  very  much,  Mr.  Chairman. 

The  Chairman.  It's  interesting  that,  if  you  look  at  the  Bundes- 
bank in  Germany,  which  is  thought  to  be  pretty  effective  with  re- 
spect to  monetary  policy  and  the  efficient  oversight  of  the  financial 
system,  that  they  do  not  have  bank  regulatory  authority,  as  such. 
It's  just  an  interesting  case  that  we're  going  to  take  a  closer  look 
at. 

Senator  Dodd,  I  think  you  had  a  question.  Then  I'm  going  to  go 
to  Senator  Boxer. 

Senator  Dodd.  Thank  you  very  much,  Mr.  Chairman.  Let  me, 
comment  on  the  last  point,  on  the  consolidation  effort.  I  appreciate 
immensely  the  efforts  of  our  Chairman  and  Senator  D'Amato  and 
the  Administration.  I  would  say  to  my  Chairman  and  others  that 
I,  too,  have  some  reservations  about  it.  And  hopefullv,  we're  going 
to  be  able  to  find  some  ground  here  that  will  not  onlv  achieve  the 
necessary  efficiencies  that  clearly  are  demanded  by  the  times,  but 
also  be  very  careful  about  the  impacts  we  have  on  what  many  fear 
is  the  poHticalization  of  a  process  that  could  have  a  negative  im- 
pact on  setting  of  interest  rates. 

At  any  rate,  let  me  underscore  the  comments  made  by  Senator 
Domenici  with  regard  to  credit,  which  I  think  is  a  very  legitimate 
point.  I  don't  think  it's  just  a  regulatory  scheme.  I  think  the  banks 
themselves  have  to  be  more  forthcoming  in  terms  of  extending 
credit  and  realizing  how  important  that  is  for  sustained  economic 
growth.  I  would  hope  that  you  would  use  the  office  to  encourage 
that  process.  I  think  a  lot  of  it  is  strictly  a  jawboning  issue. 

Second  is  mutual  funds,  and  we  talked  about  this.  There's  a  tre- 
mendous amount,  for  obvious  reasons,  I  think  $1  billion  a  day  is 
the  number  that  is  used,  liberally.  I  don't  know  if  that's  exactly 
true,  but  roughly  the  case. 

I'm  not  suggesting  any  regulatory  changes,  but  there  clearly  is 
a  misperception,  whether  you  believe  the  one  survey  that  talked 
about  60  percent  of  the  people  who  are  investing  in  mutual  funds, 
or  a  more  recent  survey  I  saw  where  12  percent,  believed  that 
these  are  insured  transactions,  is  certainly  a  dangerous  one. 

Again,  I  think  there  needs  to  be  a  significant  education  effort,  a 
continuing  education  effort  to  remind  people  that  even  though  it's 
the  same  bank  they're  doing  business  in,  the  fact  that  they  move 
into  mutual  funds,  doesn't  necessarily  mean  they  have  the  protec- 
tion of  insurance.  So  I  would  urge  you  to  examine,  maybe  some  dis- 
closure and  some  other  areas,  in  order  to  make  some  recommenda- 
tions to  the  Committee. 

And  last,  and  then  I'd  ask  you  if  you  want  to  comment  on  any 
of  these  things  I've  said,  is  the  interstate  banking  proposal.  We'll 
have  a  mark-up  of  that  proposal,  I  think  on  February  23,  1994,  if 
I'm  not  mistaken. 

I  happen  to  feel  very  strongly  that  this  is  a  critically  important 
issue,  even  though  there  seems  to  be  diminishing  interest  in  it,  but 
a  critically  important  issue  for  policysetters  to  establish  interstate 
branching  for  the  long-term  health  of  the  industry. 

I  appreciate  your  comments  about  the  importance  of  small  banks 
and  community  banks  in  our  country.  I  thoroughly  agree  with  what 
you  said.  But  I  happen  to  believe  very  strongly  that  there  will  be 
a  niche  for  that,  and  a  strong  niche,  for  community  banking.  But, 
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clearly,  in  financial  services,  if  this  Nation  is  to  compete  effectively 
in  the  21st  Century  in  global  market  places,  we're  going  to  have 
to  have  stronger  financial  institutions.  One  of  the  ways  to  achieve 
that,  in  my  view,  is  through  interstate  branching. 

So  I'd  be  interested  in  your  comments  on  that  last  point  as  well. 
And  again,  my  congratulations  on  your  nominations. 

Thank  you,  Mr.  Chairman. 

Ms.  TiGERT.  Thank  you.  Senator  Dodd. 

Looking  first  at  the  issue  of  the  sale  of  mutual  funds,  I  am  also 
concerned  that  there  is  confusion  among  Americans  as  to  what  in- 
struments are  insured  and  what  are  not.  I  was  interested  in  the 
fact  that  a  recent  SEC  survey  showed  that  there  is  confusion  as  to 
whether  mutual  funds  are  insured.  Whether  they  are  sold  by  banks 
or  sold  by  other  kinds  of  financial  institutions,  the  confusion  re- 
mains. 

We  absolutely  must  do  a  better  job  of  educating  the  consumer 
and  the  general  public  as  to  these  issues.  They  deserve  to  know  for 
purposes  of  their  financial  planning. 

I  agree  that  we  may  want  to  move  in  the  direction  of  disclosure 
and  certainly  will  think  about  how  that  can  best  be  done. 

With  respect  to  interstate  branching,  I  know  this  is  an  issue. 
Senator  Dodd,  that  vou  have  spent  a  great  deal  of  time  on.  I  think 
we  have  to  acknowledge  that  interstate  banking — that  is,  the  ac- 
ceptance of  deposits  on  an  interstate  basis — is  a  fact  of  life  in  49 
States,  and  that  lending  on  an  interstate  basis  has  taken  place  for 
years  through  loan  production  offices. 

The  question  with  respect  to  interstate  branching,  as  with  re- 
spect to  any  other  new  authority  that  a  bank  would  have,  is  for  me 
first  a  question  of  safety  and  soundness.  In  looking  at  the  problems 
of  the  last  8  years,  I  am  concerned  that  many  banks  that  ulti- 
mately failed  were  institutions  that  failed  to  diversify  their  asset 
portfolios  adequately.  They  either  concentrated  in  a  particular  geo- 
graphic area  or  in  a  particular  industry. 

I  am  concerned  that  continued  requirements  that  a  bank  operate 
on  an  interstate  basis  through  separate  subsidiaries  encourages 
that  level  of  concentration  of  lending.  I  am  hopeful,  therefore,  that 
an  interstate  branching  proposal  might  actually  result  in  encourag- 
ing more  diversification  in  the  asset  portfolio.  That  would  ulti- 
mately be  to  the  benefit  of  the  safety  and  soundness  of  the  system. 

There  are  also,  of  course,  costs  associated  with  requiring  banks 
to  operate  through  separate  subsidiaries:  The  cost  of  separate  cap- 
italization in  each  subsidiary  and  the  cost  of  duplicative  adminis- 
trative functions.  These  are  other  issues  as  well. 

Now  I  am,  of  course,  aware  that  there  are  other  questions  that 
come  up  when  one  raises  the  issue  of  interstate  branching  and  they 
deal  with  competitiveness  issues.  The  Congress  has  several  propos- 
als before  it  in  this  regard. 

Perhaps  we  might  consider  as  a  first  step  for  consideration  of  the 
Committee  some  kind  of  proposal  that  would  permit  those  institu- 
tions that  already  operate  on  a  consolidated  basis — on  a  country- 
wide basis  through  separate  subsidiaries — to  be  able  to  branch  on 
an  interstate  basis.  That  is  one  possibility  and  then  go  beyond  that 
as  we  see  how  that  works. 
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I  believe,  Senator,  that  you  are  to  be  commended  for  your  very 
hard  work  in  this  area.  It  is  an  extremely  important  issue. 

Senator  Dodd.  I  appreciate  your  comments  and  I  would  point 
out,  I  think  you're  absolutely  correct,  in  that  many  of  the  problems 
that  we  faced  in  New  England  were  attributable  to  the  fact  of  the 
concentration  and  the  inability  to  move  assets.  That  played  a  very 
significant  role  in  the  problems  we  faced  during  the  credit  crunch 
there. 

Had  we  had  a  different  proposal,  I  think  we  might  have  at  least 
ameliorated  the  problem  to  some  extent.  I  wouldn't  suggest  it 
would  have  eliminated  it,  but  it  would  have  ameliorated  it. 

Ms.  TiGERT.  That  is  corrrect. 

Senator  Dodd.  I  thank  you  for  your  comments  and  some  very 
good  suggestions  there  as  well. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you.  Senator  Dodd. 

Senator  Faircloth  and  Senator  Boxer  are  waiting  to  go.  Senator 
Exon  has  come  to  make  an  introductory  comment  about  Mr.  Hove, 
who  will  be  called  up  a  Httle  bit  later.  I'm  wondering  if  we  might 
just  for  the  moment  interrupt  the  proceeding  to  allow  Senator  Exon 
to  make  his  comments.  He's  left  another  Committee  meeting  to  do 
that.  And  then  we  can  excuse  him  and  he  can  go  back. 

In  fact,  Mr.  Hove,  why  don't  you  just  come  up  and  sit  there  for 
a  moment  and  Senator  Exon,  why  don't  you  go  ahead  and  make 
your  statement  right  from  here. 

OPENING  STATEMENT  OF  SENATOR  J.  JAMES  EXON,  FROM 

THE  STATE  OF  NEBRASKA 

Senator  ExoN.  Mr.  Chairman,  Members  of  the  Committee,  thank 
ou  very  much.  I  hope  this  is  not  going  to  inconvenience  you.  I  will 
e  unusually  brief  for  a  U.S.  Senator.  I  hope  that  you  will  agree 
that  I  am  brief  when  I  finish.  I  appreciate  very  much  the  interrup- 
tion of  your  testimony. 

Mr.  Chairman,  I  just  wanted  to  say  a  few  words  about  Andrew 
"Skip"  Hove,  who  has  been  nominated  by  the  President  for  re- 
appointment to  the  Commission. 

I  guess  about  a  year  ago  this  week,  I  first  contacted  the  Presi- 
dent in  hope  that  native  Nebraskan,  Skip  Hove,  who  I  have  known 
very  well  and  very  favorably  for  a  number  of  years — before  that  I 
knew  his  father  verv,  very  well — would  be  nominated  for  reappoint- 
ment. They  are  truly  outstanding  Nebraska  people.  I  won't  go  into 
all  of  his  background,  except  that  I  think  that  as  Acting  Chairman, 
he  has  done  an  exemplary  job.  I  have  heard  no  complaints.  He  is 
strongly  supported  by  the  Secretary  of  the  Treasury.  I  know  of  no 
opposition  whatsoever. 

I  just  want  to  say  that  we  could  not  do  better  than  the  reappoint- 
ment of  Mr.  Hove  to  this  important  position.  I  think  that  he  has 
the  respect  of  his  colleagues.  He  has  the  respect  of  the  new  chair- 
man. I  just  hope  that  his  nomination  will  be  promptly  reported  fa- 
vorably out  of  this  Committee. 

I  have  nothing  further  to  say,  unless  there  are  questions  from  my 
colleagues. 

The  Chairman.  Thank  you  very  much.  Senator  Exon.  I  appre- 
ciate your  coming  and  adding  those  words  on  Mr.  Hove's  behalf. 


I 


20 

Senator  ExoN.  Thank  you. 

The  Chairman.  I  know  your  colleague,  Bob  Kerrey,  also  intends 
to  come  and  do  likewise. 
Senator  Faircloth. 

OPENING  COMMENTS  OF  SENATOR  LAUCH  FAIRCLOTH 

Senator  Faircloth.  Thank  you,  Mr.  Chairman. 

I  had  an  opportunity  last  week  to  visit  with  Ms.  Tigert  very 
briefly.  There  are  a  lot  of  issues  that  are  going  to  be  confronting 
the  FDIC  the  next  few  years.  But  since  there  have  been  no  hear- 
ings on  the  Whitewater  fiasco,  I  wanted  to  talk,  Ms.  Tigert,  today 
about  Madison  Guaranty  Savings  and  Loan  and  unless  and  until 
Congress  holds  hearings,  forums  such  as  this  are  about  the  only  op- 
portunity we  have  to  ask  the  questions  the  American  people  want 
answered. 

If  you  would  tend  as  short  an  answer  as  possible,  Ms.  Tigert,  I 
would  appreciate  it. 

Ms.  Tigert.  Of  course.  Senator. 

Senator  Faircloth.  In  looking  at  the  news  stories  published,  I 
see  that  you  are  a  personal  friend,  and  I  did  not  know  this  in  the 
meeting  the  other  day,  of  President  and  Mrs.  Clinton.  I  see  in  Time 
magazine,  the  January  17  edition,  it  says  one  of  Mrs.  Clinton's 
statements  was  that  her  favorite  activity  at  Renaissance  Weekend 
was  hanging  out  with  Ricki  Tigert.  That  was  her  favorite  activity. 
Is  it  accurate  to  say  that  you  are  a  personal  friend  of  both  Mrs. 
Clinton  and  President  Clinton? 

Ms.  Tigert.  I  have  known  the  President  and  Mrs.  Clinton  for  8 
years  and  I  respect  and  admire  both  of  them,  Senator. 

Senator  Faircloth.  Did  you  know  Webster  Hubbell? 

Ms.  Tigert.  I've  never  met  Mr.  Hubbell. 

Senator  Faircloth.  You've  never  met  him.  Did  you  ever  meet 
Vince  Foster? 

Ms.  Tigert.  I've  never  met — I  did  not  meet  Mr.  Foster. 

Senator  Faircloth.  Are  these  both  non-attendants  at  Renais- 
sance Weekend? 

Ms.  Tigert.  To  my  knowledge,  they've  never  attended. 

Senator  Faircloth.  The  FDIC  has  an  ongoing  investigation  into 
the  millions  of  dollars  that  Madison  Guaranty  lost  and  the  tax- 
payers picked  up.  Very  briefly,  what  is  the  status  of  the  investiga- 
tion and  what  have  you  learned  about  the  involvement  of  Webster 
Hubbell  and  Rose  law  firm? 

Ms.  Tigert.  Senator,  I  know  nothing  about  this  matter,  other 
than  what  I  have  read  in  the  newspaper.  I  consider  myself  to  be 
a  private  citizen  until  and  if  I  am  confirmed  by  the  U.S.  Senate. 
Therefore,  I  have  had  access  to  no  confidential  documents  and  spe- 
cifically no  institution-specific  documents  at  the  FDIC. 

Senator  Faircloth.  Well,  if  you  are  confirmed,  you're  going  to  be 
head  of  what  is  supposed  to  be  an  independent  agency.  You're  also 
a  very  close  friend  of  the  Clintons  and  many  others  who  are  impli- 
cated in  the  Whitewater  scandal.  Now,  every  other  friend  of  the 
Clintons  that  has  been  appointed  to  Government  has  been  discour- 
aging congressional  investigations  into  the  Whitewater  and  Madi- 
son Savings  and  Loan  scandal. 
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Ms.  Reno  was  here  on  November  7,  1993,  and  I  asked  her  very 
straightforward  to  appoint  an  independent  investigator  to  take  a 
look  at  it.  She  was  quite  adamant  in  her  statement  that  she  was 
handling  it.  She  would  decide  when  to  appoint  an  investigator  and 
that  the  buck  stopped  with  her. 

I  was  really  impressed  by  what  she  had  to  say.  But  I  find  out 
3  months  or  2Vi  months  later  that  she  decides  she  needs  to  appoint 
an  investigator  when  the  investigatee,  i.e.,  President  Clinton  and 
Mrs.  Clinton  say  it's  fine  to  investigate  somebody,  to  appoint  some- 
body to  investigate  us.  She  never  moved  until  the  President  said, 
yes,  it  looks  like  now  we'd  better  appoint  an  investigator.  So  up  she 
comes  with  an  investigator.  Is  that  the  kind  of  independence  we 
can  expect  from  you  or  will  there  be  another  kind? 

Ms.  TiGERT.  Senator,  I  have  spent  most  of  my  career  in  public 
service  in  non-political  jobs.  I  spent  7  of  those  years  at  the  Federal 
Reserve.  I  know  what  independence  is.  I  have  served  at  an  inde- 
pendent agency.  I  believe  in  the  credibility  of  the  regulatory  proc- 
ess and  I  think  it  is  essential  that  the  FDIC  continue  its  strong 
history  of  independence.  And  if  I'm  confirmed  by  the  Senate,  I  can 
assure  you  the  FDIC  will  be  independent. 

Senator  Faircloth.  Doesn't  it  present  almost  an  impossible  situ- 
ation when  this  very,  very  close  friendship  with  Mrs.  Clinton,  lim- 
ited to  her,  says  she  enjoys  hanging  out  with  you.  Doesn't  that 
present  almost  an  impossible  situation  that  here  you  are  inves- 
tigating and  in  charge  of  impossible  criminal  violations  and  cer- 
tainly, extreme  embarrassment  of  your  favorite  hanging-out  friend 
and  she  being  the  First  Lady?  That  would  present  a  problem  to  me. 

Ms.  TiGERT.  Senator,  with  respect  to  any  issue  that  comes  before 
the  FDIC  during  my  tenure,  if  I  am  confirmed  by  the  U.S.  Senate, 
I  will  be  extremely  sensitive  to  issues  of  potential  conflicts  of  inter- 
est or  any  appearance  of  conflict  of  interest. 

As  I  have  indicated,  I  know  nothing  about  this  matter,  other 
than  reading  a  few  newspaper  articles.  But  I  am  absolutely  com- 
mitted to  assuring  the  credibility  of  every  regulatory  undertaking 
of  the  FDIC. 

Should  an  occasion  arise  with  respect  to  any  issue  where  the  ap- 
pearance of  conflict  of  interest  could  come  up,  I  will  consult  with 
the  ethics  officials  of  the  FDIC  and  with  the  Office  of  Government 
Ethics  and  take  the  appropriate  steps. 

Senator  Faircloth.  Well,  don't  we  almost  go  in  with  an  inevi- 
table conflict  when  your  closest  personal  friend  you  are  responsible 
for  investigating?  Doesn't  that  almost  have  to  withdraw  before 
you 

Senator  D'Amato.  Would  the  Senator  yield  for  a  point  on  that? 
Might  I? 

Senator  Faircloth.  I  will. 

Senator  D'Amato.  I  thank  you.  Ms.  Tigert,  let  me  ask  you  this. 
If,  indeed,  you  found  yourself  in  a  situation  where  you're  confirmed 
and  you  have  an  ongoing  investigation  and  it  might  possibly  in- 
volve the  President  or  Mrs.  Clinton,  would  you  recuse  yourself? 

Ms.  Tigert.  As  I've  indicated,  Senator,  with  respect  to  any  mat- 
ter where  there  is  an  appearance  of  conflict  of  interest,  after  con- 
sultation with  the  appropriate  ethics  officials,  I  will  take  the  nee- 
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essary  steps  to  assure  the  credibility  of  the  regulatory  and  enforce- 
ment process. 

Senator  D'Amato.  I  think  what  Senator  Faircloth  is  really  com- 
ing to  is  that  it  would  be,  and  it  would  appear  to  be  extremely  dif- 
ficult, if  not  impossible,  as  it  relates  to  any  actions  that  the  FDIC 
might  have  to  take  or  decides  to  take  one  way  or  the  other,  that 
you  would  be  in  a  just  absolutely  untenable  position  if  you  were  the 
person  who  had  to  make  that  decision.  I  believe  what  we're  getting 
to  is  how  would  you  handle  that?  Would  you  recuse  yourself? 

I  don't  think  you'd  have  to  talk  to  ethics  people.  I  think  anybody 
might  tell  you,  and  you  might  want  some  time  to  think  about  this, 
but  it  would  seem  that  a  recusal  would  be  most  obvious  in  this 
kind  of  situation,  in  any  dealings  with  Whitewater  or  with  the  pos- 
sible review,  or  with  bringing  any  actions  as  it  relates  to  Madison, 
et  cetera,  that  you  would  be  in  this  position.  For  anyone  else  in 
your  position,  it  would  be  the  same.  Grood  faith  would  probably  re- 
quire you  to  recuse  yourself. 

I  don't  see  how  you  could  get  around  this.  I  do  not  mean  to  be 
argumentative  or  to  try  to  put  you  on  the  spot.  I'm  trying  to  help 
you  out. 

Ms.  TiGERT.  Well,  I  appreciate  that.  Senator  D'Amato. 

Let  me  say 

Senator  Faircloth.  May  I  respond? 

Ms.  TiGERT.  Certainly. 

Senator  Faircloth.  From  what  Ms.  Clinton  has  said,  and  from 
what  you  said,  we're  talking  about  avoiding  a  conflict.  Well,  if  I 
have  any  sensitivity  as  to  where  we're  headed,  it  is  as  straight  into 
one  as  you  can  go,  because  from  everything  that  we  have  read,  I 
certainly  have  no  privilege  or  knowledge,  except  what  I've  read  in 
every  publication  out,  that  there's  an  investigation  into  White- 
water, of  Rose  Law  Firm,  the  Madison  Savings  and  Loan.  Many  as- 
pects of  it  involve  Mrs.  Clinton  and  President  Clinton. 

Now  the  FDIC  is  in  the  middle  of  the  investigation.  And  the  in- 
vestigation involves  your  two  closest  personal  friends.  Why  you've 
got  to  ask  somebody  as  to  the  Ethics  Committee — what  are  you 
going  to  ask  them?  Are  they  really  your  close,  personal  friends?  I 
don't  even  see  what — it  seems  inevitable.  I'm  through.  Thank  you. 

Senator  D'Amato.  I  don't  think  it's  a  tough  question.  I  think 
what  we're  attempting  to  get  from  you,  straight  up  or  down,  is 
whether  or  not  you  will  recuse  yourself  in  any  matter  as  it  relates 
to  Madison  and  Whitewater? 

The  ClL\lRMAN.  If  I  may  just  say,  and  I  know  that  you  posed 
these  questions  and  Senator  D'Amato  has,  I  think,  framed  it  as 
well,  and  I  know  Senator  Boxer  is  waiting  to  ask  her  questions.  As 
I  hear  your  answer,  what  you've  said  is  that  you  don't  know  any- 
thing beyond  what  you've  seen  in  the  newspapers.  You're  about  to 
assume  this  job,  if  confirmed.  And  that  if  you  find  that  in  the 
course  of  the  way  that  issue  is  being  handled  within  the  FDIC  or, 
for  that  matter,  anything  else,  but  specifically  on  this  one,  if  you 
find  anything  that  suggests  to  you  any  conflict  or  appearance  of 
conflict,  you'll  act  on  that.  You  11  talk  to  the  ethics  officials  and 
you'll  take  whatever  steps  are  appropriate  to  make  sure  that  there 
is  no  question  about  it. 
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I  think  that  is  the  appropriate  answer  today,  here,  in  direct  re- 
sponse to  the  questions  that  have  been  posed.  That  is  an  issue  that 
you  may  have  to  look  at  in  the  context  in  which  it's  been  presented 
here  and  you've  told  us  very  directly  the  manner  in  which  you 
would  do  that. 

You'll  be  back  here  another  time,  so  there  will  be  opportunities 
to  find  out  what,  in  fact,  does  transpire,  assuming  you're  confirmed, 
as  I  think  you  will  be. 

Ms.  TiGERT.  Yes,  Mr.  Chairman. 

The  Chairman.  Senator  Boxer. 

OPENING  COMMENTS  OF  SENATOR  BARBARA  BOXER 

Senator  Boxer.  Yes.  Thank  you,  Mr.  Chairman. 

I  would  like  to  say  that  I  would  hope  that  any  member  of  the 
FDIC,  its  chairman  and  all  others,  when  they  have  a  situation 
where  a  personal  friend  is  involved  in  anything  coming  before 
them,  and  it  doesn't  have  to  be  the  President.  It  could  he  Mrs. 
Smith,  who  they  grew  up  with  next  door,  would  of  course  alert  the 
lawyers,  the  ethics  people  in  their  agency  to  be  on  guard  from  day 
one  that  they  should  be  on  the  look-out,  as  each  and  every  one  of 
us  must  be  if  we  find  ourselves  in  a  situation  where  a  close  per- 
sonal friend  or  relative  is  somehow  involved  in  an  investigation 
that  we're  in  charge  of,  or  whatever. 

I  certainly  hope  that  in  the  past,  the  Senators  are  expressing 
their  heartfelt  opinions  on  this,  which  I  agree  with  and  respect,  felt 
the  same  way  in  the  past,  that  FDIC  commissioners  and  the  head 
of  the  FDIC  and  the  people  who  oversaw  everything  involving  sav- 
ings and  loans  and  former  presidents  and  everything,  when  they 
had  buddies  and  they  had  pals  and  they  had  insiders  who  were 
coming  up  with  possible  conflicts,  immeaiately  said  to  their  advi- 
sors on  ethics  matters,  please  tell  me,  should  I  recuse  myself,  ab- 
stain. 

I  feel  that  I've  gotten  from  your  answer,  and  I  hope  it's  a  broader 
answer  than  this,  that  immediately  upon  being  confirmed,  you  will 
in  fact  sit  down  with  those  people  and  ask  all  the  members  of  this 
commission,  all  of  whom  I  support  today,  and  I  ask  unanimous  con- 
sent that  my  written  statement  be  entered  in  the  record,  that  they 
list  in  advance  what  some  of  these  potential  conflicts  will  be  so  that 
we  don't  wait  for  a  crisis  or  turn  this  into  a  big  political  game,  and 
you're  all  aware  of  your  potential  conflicts. 

And  I  take  from  your  answer  that  you  certainly  would  do  that. 
Am  I  correct? 

Ms.  TiGERT.  I  agree.  Senator,  that  it  is  absolutely  essential  that 
we  assure  the  credibility  of  the  process,  that  we  be  mindful  of  any 
potential  conflicts  and  that  we  act  accordingly  in  consultation  with 
the  appropriate  ethics  officials  to  make  certain  that  the  regulatory 
and  enforcement  processes  are  above  question. 

Senator  Boxer.  And  this  goes  beyond  the  First  Lady  and  the 
President  and  to  people  who  are  in  charge  of  banks  and  all  the 
rest,  does  it  not? 

Ms.  TiGERT.  It  applies  to  everyone  within  the  FDIC. 

Senator  Boxer.  Across  the  board.  Mr.  Chairman,  I  have  a  couple 
of  quick  questions  and  I  think  I'll  just  ask  them  in  a  bunch  and 
then  let  you  respond,  if  that's  OK  with  you,  Mr,  Chairman. 
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The  Chairman.  Please,  go  ahead. 

Senator  Boxer.  I  also  want  to  add  my  voice  of  concern  to  that 
of  Senator  Dodd.  As  a  former  stockbroker  many,  many  years  ago — 
many — I  know  how  people  save  up  their  nest  eggs  and  they  forget 
that  the  guarantee  doesn't  extend  to  other  instruments.  And  cer- 
tainly, the  recent  travesty  of  the  S&L  crisis,  to  me,  that  travesty 
was  the  look  on  the  faces  of  widows,  literally,  and  couples  who  had 
saved  all  their  lives,  believing  that  the  S&L  instruments  they  pur- 
chased were  Government-insured,  only  to  learn  that  they  were  not. 
It  was  in  the  fine  print,  and  they  were  scammed. 

I  just  want  to  make  sure  that  we're  not  involved  in  some  conspir- 
acy of  silence  here.  In  other  words,  no  one  ever  said  that  the  mu- 
tual funds  were  insured.  But  I  hope  you'll  come  up  with  some  sug- 
gestions for  those  of  us  on  this  Committee  so  that  people  are  very 
clear  as  to  what  is  insured  and  what  isn't.  And  I  think  it  will  help 
the  banks  attract  more  depositors  when  people  really  understand 
this.  So  I  wanted  to  add  my  voice  there. 

I  also  wanted  to  ask  you — and  by  the  way,  this  is  such  an  impor- 
tant nomination  and  you  are  such  a  fine  nominee — in  light  of  the 
fact  that,  as  I  understand  it,  the  FDIC  has  not  had  a  full-time  head 
for  16  months,  that  we  really  move  on  this  quickly  because  the  mo- 
rale there  has  suffered. 

To  pick  up  on  the  questions  of  Mr.  Bennett,  the  FDIC  has  not 
been  too  involved  in  discussing  this  consolidation.  But  would  you 
push  for  or  advocate,  at  least,  that  the  FDIC  has  a  seat  on  the 
board  of  the  new  agency?  I  wonder  if  that's  something — you  don't 
have  to  give  us  a  yes  or  no — that  you  would  be  considering. 

My  last  question  to  you  is  this.  Thank  goodness  that  banks  have 
gotten  on  their  feet.  In  the  late  1980's,  early  1990's,  we  lost  1,000 
Banks.  Last  year  we  lost  42.  I  have  my  own  rationale  as  to  why 
this  happened.  We  didn't  have  a  bail-out  directly,  but  I  think  the 
interest  rate  spread  was  kind  of  the  indirect  bail-out. 

I'd  like  you  to  comment  on  that,  and,  perhaps,  also  on  the  rates 
that  are  charged  by  banks  for  credit  cards,  an  issue  that  my  friend, 
Senator  D'Amato,  I  well  remember  was  involved  in.  And  I  happen 
to  be  one  of  the  few  that  said,  good  work,  Al. 

I  wonder  if  you  could  comment  a  little  bit  on  that  because  we 
want  the  banks  on  their  feet.  But  we  don't  want  usury,  either.  So, 
if  you  could  give  your  view  of  why  the  banks  got  on  their  feet,  and 
how  you  look  out  into  the  future  on  the  health  of  banks. 

And  my  last  point  I'd  like  to  work  with  you  on.  We  did  meet,  but 
I  forgot  to  mention  this.  I  am  very  concerned  about  insider  advan- 
tages, insiders  who  sit  on  the  board  of  directors  of  banks  and 
S&L's.  We  did  discuss  one  at  the  Chairman's  urging  today  on  some 
of  these  merger  conversions.  But,  frankly,  I  think  that  there  are 
advantages  just  without  that,  advantages  to  loans  that  others  do 
not  have,  and  it  is  a  big  concern  of  mine.  And  I  know  we  reformed 
that  somewhat  after  the  S&L  crisis.  But  I  am  concerned  and  won- 
dered if  you  had  looked  at  that. 

With  that,  Mr.  Chairman,  I  will  look  forward  to  Ms.  Tigert's  an- 
swers. I  just  have  to  say  to  your  family,  you  should  be  really  proud 
of  this  woman  today.  And  especially  someone  who  has  not  run  for 
public  office  to  sit  in  this  hot  room  in  this  hot  seat,  I  think  she's 
done  extraordinarily  well.  And  I  would  say  to  your  mother,  my 
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great  respect  to  you  because  you  were  out  there  being  a  role  model 
for  your  daughters  and  for  a  lot  of  us. 

Thanks,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Senator  Boxer. 

Let  me  just  say  on  that  point,  I  think  we're  finished.  There  will 
be  some  questions  for  the  record.  My  hope  would  be  that  we  could 
vote  on  these  nominations  on  February  10,  which  is  the  date  that 
we  have  scheduled  for  another  legislative  matter, 

I  just  want  to  say  that  this  is,  and  underscore  your  last  com- 
ment, Senator  Boxer,  because  this  is  a  very  important  nomination 
in  the  sense  that  you  are,  in  fact,  the  first  woman  to  be  nominated 
to  serve  as  the  Chairperson  of  the  FDIC. 

Many  of  us  who  feel  strongly  about  taking  down  these  invisible 
barriers  and  walls,  every  time  we  succeed  in  doing  so  one  place  or 
another,  it's  a  very  significant  moment.  And  I  think  it's  a  great 
credit  to  you  in  terms  of  your  professional  work  and  preparation, 
and  to  your  mother  as  a  role  model  and  to  your  family  generally, 
the  fact  that  you've  been  able  to  make  this  journey  and  be  here 
today  in  this  room  to  be  the  first  woman  to  be  named  as  a  nominee 
to  this  position. 

There  will  be  others  to  follow,  but  there  will  only  be  one  person 
who  was  first  in  this  area,  and  that  is  you,  and  very  much  to  your 
credit. 

Senator  Boxer.  Mr.  Chairman,  could  we  hear  her  response  to  the 
question  on  bank  health  and  a  seat  on  the  new  regulatory  board? 

The  Chairman.  Yes.  Of  course.  Yes. 

Ms.  TiGERT.  First,  thank  you  very  much,  Mr.  Chairman,  for  those 
extremely  kind  remarks. 

The  banking  industry  is  enjoying  now  some  eight  straight  quar- 
ters of  record  earnings.  I  think  this  has  been  extremely  important 
for  restoring  credibility  to  the  banking  industry.  There  are  two 
principal  reasons  for  that  healthy  picture.  One  is  that  the  quality 
of  assets  have  been  greatly  improved  in  the  last  2  years. 

In  addition,  you're  correct.  Senator.  The  interest  rates  have  re- 
mained relatively  low  for  most  purposes  in  the  economy  and  the 
spreads  have  been  favorable  to  banks.  This  has  enabled  banks  to 
make  money  when  they  were  losing  money  previously. 

I  do  think  it  is  important  to  recognize  that  we  very  much  want 
to  have  banks  in  the  system  lending  money  across  the  board  to 
creditors  of  all  sizes  and  backgrounds.  I  think  it's  terribly  impor- 
tant that  we  make  certain  that  banks  function  effectively  in  the  fi- 
nancial marketplace.  None  of  us  will  benefit  if  banks  instead 
choose  to  invest  their  funds  in  U.S.  Treasury  bonds  and  not  to  lend. 

Therefore,  in  order  for  them  to  be  encouraged  to  continue  to  lend, 
they  have  to  make  money  at  it.  That  said,  one  can  hope  that  the 
interest  rates  they  charge  will  be  reasonable  and  fair  under  the  cir- 
cumstances and  dictated  appropriately  by  the  market  on  an  arm's- 
length  basis. 

With  respect  to  the  issue  of  the  FDIC  having  a  seat  on  the  Fed- 
eral Banking  Commission,  my  number-one  goal,  as  I  have  indi- 
cated, is  the  credibility  of  the  banking  system  and  the  independ- 
ence of  the  FDIC.  We  must  ensure  that  the  deposit  insurance  funds 
are  healthy. 
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I  think,  as  we  continue  to  look  at  the  various  proposals  for  con- 
solidation, I  will,  of  course,  want  to  examine  with  respect  to  specific 
issues  whether  those  goals  can  be  better  met  in  one  way  or  an- 
other. This  will  be  an  issue  that  I  will  want  to  look  into  at  the 
same  time. 

Thank  you  very  much  for  your  questions  and  thank  you  very 
much  for  your  very  kind  remarks.  Yes,  my  mother  has  served  as 
a  wonderful  role  model  and  example  to  me. 

The  Chairman.  Senator  D'Amato,  you  had  an  issue  you  wanted 
to  raise. 

Senator  D'Amato.  Yes,  Mr.  Chairman.  On  the  question  of  con- 
solidation, in  the  area  of  bank  regulations,  I  think  it's  terribly  im- 
portant that  we  streamline  and  take  out  some  of  the  horrendous 
duplication  that  exists.  That's  why  I  was  enthusiastically  support- 
ive, Mr.  Chairman,  of  the  legislation  that  our  staffs  developed.  And 
I  want  to  renew  my  support  for  our  goal  to  bring  about  that 
streamlining. 

Having  said  that,  I  really  want  to  urge  both  the  Administration 
and  the  Fed  to  stop  fighting.  We  do  not  need  an  absolutely  unpro- 
ductive turf  war  that  will  not  inure  to  the  benefit  of  the  taxpayers 
or  the  soundness  and  safety  or  the  efficiency  of  the  banking  system. 
And  I  think  that  that's  kind  of  where  we  are.  I'd  urge  both  the  Ad- 
ministration and  the  Fed  to  meet  with  each  other  and  to  work  with 
this  Committee  and  our  staffs  so  that  we  can  put  together  the  kind 
of  program  that  makes  sense  and  that  guarantees  to  the  American 
public  that  we're  going  to  do  what's  right  and  see  to  it  that  we  have 
the  proper  oversight  and  overview,  and  that  there  is  obviously  the 
kind  of  independence  that  is  important,  that  which  is  separate  and 
apart  from  politics. 

I'm  going  to  be  very  candid  here. 

So  I  would  hope  that  the  Administration  and  the  Fed  would  un- 
dertake this  in  the  spirit  that  the  Committee  has  advanced  this 
proposal  today.  We're  not  saying  that  our  proposal  is  the  cat's 
meow,  although  I  think  it's  pretty  good. 

But  I  do  believe  that  we're  going  to  need  that  kind  of  coopera- 
tion. Otherwise,  we  will  have  no  reform  and  we  will  not  accomplish 
our  ends  of  streamlining  the  system,  to  make  it  more  effective,  to 
make  it  more  cost-efficient,  and  to  also  do  away  with  the  duplica- 
tion that  so  many  people  complain  about.  And  bankers,  in  particu- 
lar, complain  that  they  do  not  have  the  time  to  do  the  business  at 
hand,  which  is  making  capital  less  available  to  those  who  are  cred- 
itworthy. 

Thank  you,  Mr.  Chairman.  And  I  look  forward  to  supporting  the 
nominee.  Congratulations. 

Ms.  TiGERT.  Thank  you  very  much,  Senator. 

The  Chairman.  Thank  you.  Senator  D'Amato. 

Let  me  just  indicate  for  the  record,  and  while  the  press  corps  is 
here,  that  we  now  have  planned  4  days  of  legislative  hearings  in 
March  on  regulatory  consolidation.  And  I'm  planning  a  mark-up 
here  in  this  Committee  no  later  than  the  end  of  March. 

This  is  an  issue  that  is  coming  down  the  track  and  I  very  strong- 
ly want  to  underscore  the  remarks  that  Senator  D'Amato  has  just 
made  and  that  I  previously  made  today. 
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That  is  our  schedule  and  that's  the  schedule  we  will  keep.  Let 
me  thank  you  very  much  for  your  testimony  today.  We'll  have  addi- 
tional questions  for  you. 

I  have  only  one  final  question  tnat  I  want  to  ask  you  today  on 
the  record  in  this  setting.  And  that  relates  to  mortgage  discrimina- 
tion. The  Washington  Post  ran  an  editorial  last  June  11  entitled, 
"Banks  and  Blacks  and  Washington."  That  was  the  caption  on  the 
story.  And  they  stated  that  we  have  in  this  country,  and  I  now 
quote  that  editorial: 

A  practice  of  separatist  banking  that  has  created  an  immense  gulf  between  finan- 
cial services  to  blacks  and  whites. 

That  was  on  June  11,  page  A20,  of  The  Washington  Post.  Now 
off  that  quote,  at  his  confirmation  here.  Comptroller  of  the  Cur- 
rency, Eugene  Ludwig,  pledged  that  he  would  eliminate  mortgage 
discrimination,  "root  and  branch."  He  meant  it.  It  was  clear  that 
he  meant  it.  We've  worked  very  closely  together  and  he's  moved  ag- 
gressively across  a  broad  front  to  deal  with  this  problem. 

I  applaud  him.  My  hat's  off  to  him.  We  waited  a  long  time  to  get 
that  kind  of  vigorous  leadership  to  clean  this  problem  up  so  that 
every  American  has  an  equal  shot  at  the  credit  system  in  this 
country. 

And  I  want  to  just  ask  you  if  ycu  share  the  same  commitment 
to  fair  lending  and  to  the  other  consumer  statutes  that  the  FDIC 
is  responsible  for  enforcing  and  specifically,  do  you  support  the  use 
of  testers  to  assure  compliance  with  fair  lending  laws? 

Ms.  TiGERT.  As  I've  indicated  in  my  opening  statement,  I  believe 
that  all  Americans  must  have  full  and  fair  access  to  the  banking 
system.  Anything  less  than  that  threatens  the  credibility  and  ulti- 
mately, the  soundness  of  the  system. 

You  have  my  personal  commitment  to  fight  lending  discrimina- 
tion and  to  enforce  community  reinvestment  requirements. 

The  Chairman.  And  with  respect  to  testers?  You  were  going  to 
come  to  that? 

Ms.  TiGERT.  Yes,  sir.  I  was  greatly  concerned,  and  I  think  there 
is,  to  some  extent,  a  continuing  lack  of  understanding  among  some 
in  the  banking  industry  about  how  signals  can  be  sent  out  in  deal- 
ing with  individuals  that  may  be  unintended,  but  very  much  sug- 
gest that  some  individuals  will  not  have  the  same  access  as  others. 

I  was  heartened  to  learn  that,  at  its  convention  last  fall,  the 
American  Bankers  Association  showed  a  film  which  attempted  to 
demonstrate  very  clearly  ways  in  which  subtle  forms  of  discrimina- 
tion can  take  place. 

I've  also  learned  that  a  number  of  institutions  have  themselves 
actually  adopted  self-testing  means  to  try  to  assure  that  their  em- 
ployees who  come  in  contact  with  the  general  public  will  treat  all 
individuals  on  a  fair  basis. 

With  respect  to  the  issue  of  testers,  I  understand  that  is  a  step 
that  Comptroller  Ludwig  has  taken.  That  is  an  issue  I  would  like 
to  study,  should  I  be  confirmed  by  the  Senate.  I  need  more  infor- 
mation than  I  am  able  to  obtain  as  a  private  citizen  about  how 
banks  are  currently  complying  with  these  laws  and  what  efforts 
they  are  taking  to  deal  directly  with  the  problems  of  discrimina- 
tion. 
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The  Chairman.  Let  me  ask  you,  then,  what  you  plan  to  do  with 
respect  to  stronger  enforcement  of  some  of  the  consumer  protection 
laws? 

Ms.  TiGERT.  I  think  it's  absolutely  essential  that  we  make  very 
clear  to  banks  that  the  issue  is  not  how  many  forms  you  file;  it's 
are  you  making  loans  freely  and  fairly  to  all  participants  in  the 
marketplace?  Are  you  making  certain  that  individuals  who  come  in 
and  apply  for  credit,  who  deserve  credit,  receive  it? 

I  intend,  as  I  have  stated,  Senator,  to  enforce  fully  all  fair  lend- 
ing laws,  if  I  am  confirmed  by  the  Senate.  I  am  aware  that  there 
is  a  community  reinvestment  proposal  now  pending  in  the  bank 
regulatory  agencies  that  would  change  the  way  in  wnich  the  Com- 
munity Reinvestment  Act  is  implemented  and  the  regulatory  struc- 
ture that  applies  to  that  statute. 

That  is  pending  in  rule-making  and  would  come  before  the  FDIC 
Board  and  it  would  be  a  matter  that  I  would  be  responsible  for  if 
I  am  confirmed  by  the  Senate. 

I  think  it's  very  important  to  review  all  of  the  public  comments 
on  that  record,  not  only  from  banks,  but  fi-om  consumer  groups,  to 
understand  areas  in  which  the  system  falls  short  of  meeting  the 
goal  of  full  and  fair  lending.  And  I  plan  to  take  steps  to  make  cer- 
tain that  we  make  every  effort  to  meet  those  goals. 

The  Chairman.  Well,  let  me  be  very  clear  with  you  about  it.  And 
that  is  that,  to  me,  it's  absolutely  critical,  and  in  every  single  piece 
of  legislation  that  we've  written  here  over  the  last  5  years,  we've 
addressed  in  one  manner  or  another  the  problem  of  lending  dis- 
crimination in  this  country. 

It's  a  terrible  problem  and  it's  been  pervasive  and  it's  not  only 
willful  in  certain  instances,  but  it  can  be  blindness  in  other  in- 
stances. And  the  film  that  you  cite  that  was  shown  can  perhaps 
wake  people  up  to  some  of  the  more  subtle  ways  in  which  this  dis- 
crimination is  carried  out.  But  there  are  enough  studies  now  that 
show  that  it  happens. 

I  think  it's  done  real  damage  to  this  country.  It's  hurt  individ- 
uals. It's  hurt  families.  And  the  bottom  line,  it's  hurt  the  country, 
and  it  has  to  stop.  I  don't  have  any  more  patience  with  it.  You're 
going  to  be  setting  the  tone  at  the  top  of  the  FDIC.  And  if  you're 
the  slightest  bit  wishy-washy  about  it,  that's  the  wrong  tone  to  set, 
in  my  view.  I'm  not  saying  that  you  are,  but  I'm  giving  you  a  piece 
of  advice  here. 

Ludwig,  I  think,  has  been  20  feet  tall  on  this  issue.  And  thank 
goodness  he  has  been.  Not  everybody  likes  it  because  people  get 
comfortable  in  their  ways  and  they  don't  necessarily  like  to  change 
and  they  don't  like  to  have  to  necessarily  make  sure  that  credit 
practices  are  altered  to  make  sure  that  fairness  is  taking  place  out 
there.  But  there  are  a  lot  of  women  in  this  country  that  have  been 
discriminated  against  for  credit,  who  are  not  professional  women. 
And  African-Americans  have  been  discriminated  against  since  the 
earliest  days  and  are  today,  and  it  has  to  stop,  as  are  Hispanic- 
Americans  in  many  cases,  and  others. 

So  if  there's  one  central  purpose,  as  I  see  it,  to  this  Administra- 
tion, it's  to  put  a  stop  to  that  kind  of  nonsense  and  that  kind  of 
illegality  and  to  get  this  country  on  a  solid  footing  where  every  citi- 
zen has  a  fair  chance  to  participate  in  the  credit  system. 
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People  talk  about  free  enterprise.  If  you  can't  get  a  loan  because 
you're  black  to  start  a  business,  free  enterprise  doesn't  mean  much. 

I  hope  that  we  can  finally  turn  the  page  of  that  book  and  close 
it  and  go  on  to  a  new  chapter  in  our  history  where  we  think  and 
act  differently. 

Last  year,  I  received  a  complaint  from  an  FDIC  employee  alleg- 
ing shortcomings  in  the  FDIC  enforcement  of  fair  lending  laws.  The 
alleged  shortcomings  were  later  substantiated  to  some  degree  by 
the  FDIC  Inspector  General,  who  found  inadequate  investigations 
of  complaints  and  a  lack  of  staff  expertise  in  fair  lending.  There's 
really  no  excuse  for  that.  That's  got  to  be  dealt  with. 

More  recently,  I  learned  that  the  FDIC  has  moved  to  fire  the  in- 
dividuaLwho  lodged  the  complaint.  I  want  to  make  sure  that  that's 
not  going  to  happen,  that  if  someone  sees  shortcomings  in  this  area 
and  tries  to  do  something  about  it,  that  they're  not  going  to  be  har- 
assed or  intimidated  or  forced  out  or  anything  of  the  kind.  That 
just  compounds  the  felony. 

So,  in  any  event,  I  want  you  to  be  aggressive  in  this  area.  If 
you're  not  going  to  be,  then  you  shouldn't  take  the  job.  But  this  is 
one  of  the  reasons  you're  here  and  you're  sort  of  breaking  some  old 
patterns,  and  I  want  these  patterns  broken  into  a  million  pieces  so 
that  this  system  works  and  works  properly. 

I  don't  know  how  to  convey  it  to  you  more  strongly,  but  I  want 
a  commitment  from  you  that  whatever  is  going  on  there,  and  if 
there's  anybody  being  intimidated  like  the  case  I've  just  cited,  I 
want  that  stopped.  And  if  anybody's  doing  that  to  somebody  else, 
then  they  ought  to  go  find  a  job  someplace  other  than  the  Federal 
Government. 

Ms.  TiGERT.  Senator,  you  have  my  commitment,  as  I  have  indi- 
cated in  my  opening  statement.  I  put  this  down  as  one  of  my  main 
priorities  as  Chair  of  the  FDIC,  if  I'm  confirmed,  is  to  assure  full 
and  fair  access  to  all  bank  services  for  all  Americans  and  to  enforce 
the  fair  lending  laws  and  to  make  certain  the  community  reinvest- 
ment requirements  are  met. 

I  have  no  knowledge  of  the  particular  matter  you  are  referring 
to.  Intimidation  is,  of  course,  never  appropriate,  nor  is  retaliation 
appropriate  in  response  to  individuals  stepping  forward  who  point 
out  problems  in  the  svstem. 

I  think  all  of  the  banking  agencies  have  not  done  the  best  job 
they  could  have  done  in  this  area.  It  is  an  area  that  deserves  more 
attention  and  I  intend  to  give  it  that  attention. 

The  Chairman.  Very  good.  I  think  we're  finished  at  this  point 
with  your  discussion.  We  will  have  some  questions  for  the  record. 
I'd  ask  you  to  try  to  respond  to  those  promptly  so  that  we  can  stick 
with  this  date  of  the  10th  as  the  day  that  I  want  to  meet  as  a  Com- 
mittee and  report  these  nominations  out,  yours  included. 

So  thank  you  very  much.  I  appreciate  what  you've  said. 

Ms.  TiGERT.  Thank  you,  Mr.  Chairman. 

The  Chairman.  And  I  wish  you  well. 

Ms.  TiGERT.  Thank  you. 

The  Chairman.  Let  me  now  invite  our  other  two  FDIC  nominees 
to  the  table. 

Also,  let  me  invite  Senator  Kerrey,  who  I'm  told  is  in  the  room, 
to  come  forward.  I  know  he  is  here  to  make  a  supportive  comment 
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for  Mr.  Hove,  as  Senator  Exon  did  earlier.  And  so,  we're  delighted 
to  have  Senator  Kerrey  come  by  the  Committee  this  morning  for 
that  purpose. 

Senator  Kerrey,  welcome.  We're  delighted  to  have  you.  I  know 
you  are  here  on  behalf  of  a  Nebraskan.  We've  heard  from  Senator 
Exon  earlier  in  the  morning  and  we'd  like  to  hear  from  you. 

OPENING  STATEMENT  OF  SENATOR  J.  ROBERT  KERREY, 
FROM  THE  STATE  OF  NEBRASKA 

Senator  Kerrey.  I  assume  you're  still  in  a  good  mood,  Mr.  Chair- 
man. 

The  Chairman.  Yes,  indeed.  Yes,  indeed. 

Senator  KERREY.  Well,  I'd  just  say  very  briefly,  I've  come  here 
today  to  offer  my  full  support  for  Mr.  Hove  for  Vice  Chairman  of 
the  FDIC.  He  had  to  fill  in  as  Chairman  of  the  FDIC.  He  does,  Mr. 
Chairman,  and  Senator  D'Amato,  understand  that  if  we  don't  have 
a  regulatory  mechanism  that  allows  individuals  to  get  credit,  that 
we're  not  going  to  create  jobs,  we're  not  going  to  see  the  develop- 
ment of  housing,  that  we're  going  to  be  across  the  country  closing 
the  door  of  opportunity  for  people. 

I  think  it's  very,  very  important  for  us  to  put  real  action  this 
year  behind  all  the  rhetoric  that  all  of  us  throw  out  there  about 
needing  to  create  jobs. 

In  my  judgment,  it  will  be  between  that  lender  and  the  borrower 
where  the  action  occurs.  We've  got  to  make  sure  that  we've  got 
somebody  not  only  in  a  position  of  responsibility  in  the  FDIC,  but 
that  we  support  tneir  actions  and  that  we  listen  to  them  when  they 
say,  here's  what  we  need  to  do  in  order  to  get  credit  out  to  people 
and  to  get  that  credit  out  there  fairly,  as  you  were  discussing  ear- 
lier. 

I'm  pleased  that  the  President  has  nominated  Mr.  Hove  because 
I  think  that  the  experience  that  he  brings,  not  just  with  the  FDIC, 
but  his  experience  as  a  community  lender  in  Nebraska,  gives  me 
a  great  deal  of  confidence  in  coming  today  before  this  Committee 
and  recommending  him  very,  very  enthusiastically  for  confirma- 
tion. 

The  Chad^man.  Thank  you  very  much,  Senator  Kerrey.  It's  im- 
portant, I  think,  when  Senators  from  the  home  State  feel  strongly 
enough  to  make  the  effort  to  come  and  give  these  kinds  of  support- 
ive remarks.  I  especially  welcome  those  remarks  from  you  today. 

Senator  Kerrey.  You  don't  have  any  questions,  Mr.  Chairman? 

The  Chairman.  I  do.  I'm  going  to  give  them  to  you  in  writing. 

[Laughter.] 

Senator  Kerrey.  Thanks. 

The  Chairman.  Senator  D'Amato  has  asked  to  be  recognized.  Let 
me  call  on  Senator  D'Amato. 

Senator  D'Amato.  Well,  Mr.  Chairman,  I  have  another  engage- 
ment that  I  have  to  attend.  But  I  want  to  say  to  both  memoers, 
Ms.  Hall  and  Andrew  Hove,  that  I  intend  to  support  your  nomina- 
tions. I  think,  indeed,  we're  fortunate  to  have  both  of  you. 

I  think,  Mr.  Chairman,  Mr.  Hove  has  done  a  heck  of  a  job  in 
very,  very  difficult  times,  both  as  Vice  Chairman  and  as  the  Acting 
Chair.  We've  come  a  long  way  in  difficult  circumstances. 
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I  think  we've  all  learned  a  lot,  too,  how  we  can  make  regulation 
more  effective  or  take  prudent  steps  to  see  to  it  that  we  don't  re- 
peat some  of  past  mistakes. 

I'm  very  pleased  that  the  Administration  has  put  forth  two  very 
fine  and  very  credible  individuals,  one  of  whom  I  know  personally 
who  has  done  just  a  terrific  job  under  very  adverse  circumstances. 

I  see  Anne  Hall,  your  dad's  here.  It  must  be  a  great  thrill  and 
a  great  delight  for  him  to  see  his  daughter  being  nominated  for  this 
very,  very  prestigious  and  very  important  position. 

Congratulations. 

Ms.  Hall.  Thank  you. 

Senator  D'Amato.  Mr.  Chairman,  I'm  wondering  if  you  could  in- 
dulge me  and  give  me  another  2  or  3  minutes  because  I  would  like 
to  pursue  a  line  of  questioning  with  Mr.  Hove  that  others  have 
started.  Senator  Faircloth  and  others,  and  ask  of  one  of  our  nomi- 
nees, if  it  might  break  a  precedent  because  I  am  pressed  for  time. 

I'd  appreciate  that. 

The  Chairman.  All  right.  If  you're  going  to  ask  a  substantive 
question,  I  ought  to  swear  the  witnesses  in  and  make  the  introduc- 
tory comments.  It  will  just  take  a  minute  to  do  that. 

Senator  D'Amato.  Thank  you,  Mr.  Chairman. 

The  Chairman.  If  you'll  wait  just  a  moment  I  will  read  this  into 
the  record.  Some  of  this  has  been  covered  by  earlier  Senators  who 
have  come  to  speak.  But  Mr.  Hove  has  been  nominated  by  the 
President  to  serve  a  second  term  as  Vice  Chairman  of  the  FDIC. 

Prior  to  his  first  term  on  the  FDIC  Board,  Mr.  Hove  was  a  com- 
munity banker  in  Nebraska  for  28  years.  He  has  an  excellent  work- 
ing relationship  with  this  Committee  and  I  look  forward  to  his  con- 
tinued service  on  the  FDIC  Board. 

Anne  Hall,  as  she's  been  called  by  Senator  Glenn  and  others,  has 
also  been  nominated  by  the  President  to  serve  as  a  Member  of  the 
FDIC  Board.  She's  been  a  vice  president  of  Banc  One  Corporation, 
headquartered  in  Ohio,  for  nearly  a  decade.  She  has  experience  in 
working  with  both  large  and  small  banks.  She's  been  an  active 
member  of  the  American  Bankers  Association  and  the  Ohio  Bank- 
ers Association.  In  addition,  she's  been  active  in  numerous  civic  as- 
sociations. 

So  that  Senator  D'Amato  can  raise  his  issue  and  leave,  I'm  going 
to  now  ask  that  you  stand  while  I  administer  the  oath  to  you. 

Raise  your  right  hand,  please.  Do  you  swear  to  tell  the  truth,  the 
whole  truth,  and  nothing  but  the  truth,  so  help  you  God? 

Ms.  Hall.  I  do. 

Mr.  Hove.  I  do. 

The  Chairman.  Do  you  both  agree  to  appear  before  any  duly  con- 
stituted Committee  of  the  Senate? 

Ms.  Hall.  I  do. 

Mr.  Hove.  I  do. 

The  Chairman.  Very  good.  I'm  going  to  forbear  on  your  opening 
statements  and  we'll  get  into  that  just  a  bit  later. 

Senator  D'Amato. 

Senator  D'Amato.  Thank  you,  Mr.  Chairman. 

Mr.  Hove,  let  me  ask  you.  You've  heard  Senator  Faircloth  raise 
a  question  as  it  relates  to  the  FDIC's  activities  relating  to  White- 
water and  Madison. 
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The  FDIC  paid  the  Rose  Law  Firm  something  like  $400,000  to 
undertake  various  legal  actions.  Now  there  seems  to  be  a  question 
about  the  Rose  Law  Firm's  failure  to  disclose  potential  conflicts  of 
interest. 

Let  me  ask  you  two  things.  What  steps  have  you  taken  to  ensure 
that  this  relationship  was  undertaken  in  the  right  way?  Are  you  in 
the  process  of  reviewing  it?  Second,  do  you  see  a  statute  of  limita- 
tions problem?  Are  you  involved?  Does  the  FDIC  have  any  of  that? 
I  know  the  RTC  does.  We  don't  know  the  date  the  statute  expires 
in  terms  of  any  possible  civil  lawsuits.  Have  you  been  reviewing 
this  and  what  have  you  come  up  with? 

Mr.  Hovp:.  We  are  now  reviewing  the  appropriateness  of  using 
the  Rose  Law  Firm  in  the  suit  that  was  filed,  not  against  Madison 
Guaranty  or  not  involving  the  Whitewater  case. 

Senator  D'Amato.  An  accounting  firm. 

Mr.  Hove.  It  was  the  accounting  firm,  the  Frost  accounting  firm, 
in  which  the  FDIC  sued  for  their  activities  in  accounting  for  Madi- 
son Guaranty. 

We  used  the  Rose  Law  Firm  and  now  we  are  reviewing  the  proc- 
ess in  which  they  made  disclosures  to  the  FDIC  of  the  appropriate- 
ness of  using  their  law  firm. 

We  did  recover  a  significant  amount  of  money  from  the  account- 
ing firm  and  some  of  that  has  been  misstated  in  the  press.  The 
lawsuit  was  originally  filed  for  $10  million  and  there  were  six  dif- 
ferent issues.  But  it  was  the  same  $10  million.  After  investigation, 
the  amount  of  the  lawsuit  was  reduced  or  the  appropriateness  of 
the  lawsuit  was  reduced  to  $6  million.  We  recovered  a  million  dol- 
lars from  the  accounting  firm. 

Senator  D'Amato.  Well,  there  seems  to  be  some  question.  I'm 
very  glad  that  you  cleared  up  for  the  record  some  of  these  ques- 
tions relating  to  whether  or  not  the  liability  of  that  firm  was  high- 
er. And  obviously,  given  the  close  connection,  it  now  comes  out, 
with  the  Rose  Law  Firm  and  the  bank  and  some  of  those  people 
who  made  loans  and  apparently  defaulted,  it  raises  some  very  seri- 
ous questions.  Now,  to  what  extent  do  you  review  that  activity? 

Mr.  Hove.  We're  reviewing  the  activity  where  the  FDIC  was  in- 
volved. Our  involvement  really  was  with  the  law  firm,  with  the 
Rose  Law  Firm,  and  using  the  Rose  Law  Firm  in  suing  the  ac- 
counting firm. 

Other  issues  are  really  RTC  issues  and  not  FDIC  issues.  That's 
the  only  issue  in  which  the  FDIC  was  involved  in  this.  And  we're 
reviewing 

Senator  D'Amato.  Will  you  be  looking  to  ascertain  at  this  point 
in  time  whether  or  not  that  settlement — there  seems  to  be  a  ques- 
tion as  it  relates  to  the  appropriateness  of  the  settlement. 

Now  these  settlements,  to  be  fair,  can  always  be  in  question. 
Reasonable  people  can  always  question  them.  But,  again,  given  the 
controversy,  it  seems  to  me  that  there's  a  very  legitimate  question, 
because  I  don't  know  what  that  accounting  firm  skipped  over  or 
didn't  skip  over.  And  I  don't  know  whether  it  was  possibly  someone 
connected  to  Mr.  Hubble  directly  should  have  picked  up  or  dis- 
closed a  confiict.  We  don't  know  this. 
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Now  when  vou  say  these  things,  people  get  all  upset.  But  I  think 
they  have  to  be  answered.  I'd  like  to  know  what  was  the  extent  of 
the  insurance  coverage?  Was  it  more  than  $1  million? 

Mr.  Hove.  Yes,  it  was. 

Senator  D'Amato.  How  much  was  it?  Do  you  know? 

Mr.  Hove.  $3  million. 

Senator  D'Amato.  $3  million.  Well,  will  you  then  be  giving  us  a 
report  any  time  soon  as  it  relates  to  how  it  was  that  it  was  settled, 
and  what,  if  anything — how  long  before  you  think  you  will  have  a 
preliminary  report  that  you  can  share  with  us? 

Mr.  Hove.  We're  reviewing  that  right  now  and  it  should  be  with- 
in 10  days  to  2  weeks. 

Senator  D'Amato.  OK  Within  10  days  or  2  weeks? 

Mr.  Hove.  Yes,  sir. 

Senator  D'Aivlato.  Good.  I  would  hope  that  you  would  pursue 
that  and  I  thank  you  for  your  courtesy. 

Mr.  Hove.  We  intend  to  pursue  it.  We're  doing  it  right  now  as 
we  speak. 

Senator  D'Amato.  I  have  to  suggest  to  you  that  responses  to 
date,  and  it's  not  from  the  FDIC,  as  it  relates  to  some  of  the  other 
regulators,  and  our  response  from  the  Attorney  General's  office  has 
been  less  than  adequate.  I  tell  you  that  there's  been  a  process  of 
slowly  dragging  this  out  so  that  what  eventually  gets  done  takes 
place  a  lot  later  rather  than  sooner.  It's  only  because  the  Chairman 
has  joined  with  me  in  requesting  the  RTC  to  give  us  certain  facts, 
basic  facts,  that  I  have  any  confidence  that  we  re  going  to  get  them 
any  time  soon. 

So  I  would  hope  that  you  would  try  to  hold  to  that  10  days  to 
2  weeks  so  that  we  could  avoid  that  kind  of  situation,  which  does 
not  reflect  creditably  on  the  whole  process. 

Mr.  Hove.  My  position  has  been  to  reveal  information  to  you 
that  you're  entitled  to  as  quickly  as  we  have  it  available,  and  we 
will  continue  to  do  that. 

Senator  D'Amato.  I'd  like  to  thank  the  Chairman  for  his  courtesy 
and  for  his  help  in  both  pursuing  the  matter  as  it  relates  to  the 
RTC  ana  the  questions  we  put  forth  with  him  in  yielding  to  me  of 
the  time  that  he  has  so  courteously. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Senator  D'Amato. 

Let  me  invite  both  of  you  to  make  opening  statements.  I  know 
that  some  of  you  may  have  family  members  with  you  that  you  want 
to  introduce.  I  want  you  to  have  the  opportunity  to  do  that  now. 

Mr.  Hove,  you're  an  existing  Member.  We'll  probably  start  with 
you  and  then  we'll  go  to  Ms.  Hall. 

OPENING  STATEMENT  OF  ANDREW  C.  HOVE,  JR.,  OF  NE- 
BRASKA, TO  BE  VICE  CHAIRMAN  AND  DIRECTOR  OF  THE 
BOARD  OF  DIRECTORS  OF  THE  FEDERAL  DEPOSIT  INSUR- 
ANCE CORPORATION 

Mr.  Hove.  Thank  you  very  much,  Mr.  Chairman,  and  Members 
of  the  Committee. 

I  certainly  want  to  express  my  thanks  and  gratitude  to  both  Sen- 
ator Exon  and  Senator  Kerrey  for  their  kind  remarks  and  support. 
I  value  their  friendship  and  I  appreciate  their  willingness  to  come 
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today  and  lend  their  support  to  me.  I  also  would  like  to  recognize 
my  wife  Ellen  and  thank  her  for  the  strong  support  she's  given  me 
through  the  years. 

At  my  original  confirmation  hearing  a  few  years  ago,  I  said  that 
I  viewed  the  job  as  Vice  Chairman  of  the  FDIC  as  one  of  the  great- 
est challenges  of  my  life.  At  the  time,  I  did  not  imagine  that  I 
would  be  Acting  Chairman  on  two  different  occasions. 

During  my  time  on  the  FDIC  Board,  we've  seen  incredible  change 
in  the  financial  institutions  industry.  When  I  was  briefly  Acting 
Chairman  after  the  departure  of  Bill  Seidman,  the  Bank  Insurance 
Fund  was  over  $7  billion  in  the  red  and  the  industry  was  enduring 
record  failures. 

As  Acting  Chairman  since  the  untimely  death  of  Bill  Taylor,  I  re- 
cently had  the  privilege  of  announcing  that  there  is  $10  billion  in 
the  Insurance  Fund  at  the  end  of  the  third  quarter  of  1993,  and 
preliminary  indications  for  the  end  of  the  year  is  that  the  Fund  will 
be  in  excess  of  $12V2  billion. 

All  Treasury  borrowings  by  the  FDIC  for  working  capital  have 
been  paid  with  interest  and  the  FDIC  has  not  had  to  draw  on  one 
penny  of  taxpayer  funds  to  cover  losses  in  the  banking  industry. 

When  you  have  been  through  an  experience  like  the  past  few 
years,  it  drives  home  the  message  of  the  importance  of  the  FDIC 
and  its  activities.  I  do  not  think  that  any  of  us  will  forget  how 
quickly  the  Fund  was  depleted  or  how  important  it  is  to  make  sure 
that  we  never  again  put  the  taxpayers  at  risk. 

Mr.  Chairman,  you  and  this  Committee  have  helped  us  achieve 
this  accomplishment  by  giving  us  those  tools  that  we  needed  to  get 
the  job  done. 

With  the  industry  on  the  road  to  recovery,  I  look  forward  to 
being  able  to  turn  our  attention  strongly  to  the  issues  of  fair  lend- 
ing, regulatory  burden,  recapitalization  of  both  the  BIF  and  the 
SAIF,  and  the  changing  financial  services  environment. 

I  still  draw  on  my  experience  of  30  years  as  a  community  banker 
in  Nebraska.  It  helps  me  approach  problems  with  an  attitude  of  the 
public  interest  and  what's  really  best  for  the  economy,  best  for  the 
customers  of  the  banks  and  the  thrifts,  the  financial  services  indus- 
try, and  finally,  what  is  best  for  the  FDIC. 

I  have  enjoyed  the  challenges  of  the  past  several  years  and  I  ap- 
preciate the  opportunity  to  continue  in  public  service.  I'll  certainly 
be  pleased  to  answer  questions  that  you  may  have. 

Thank  you  very  much. 

The  Chairman.  Thank  you  very  much. 

Ms.  Hall,  you're  from  the  neighboring  State  of  Ohio.  We're  get- 
ting two  Midwestemers  here. 

Ms.  Hall.  Good  stock,  isn't  it? 

The  Chairman.  Yes,  good  stock.  I'll  tell  you.  You're  mighty  tough 
when  we  line  up  across  that  football  field  every  year,  when  Michi- 
gan plays  Ohio  State.  We've  had  pretty  good  luck  in  recent  years. 

Ms.  Hall.  You've  had  excellent  luck. 

The  Chairman.  It  hasn't  always  been  that  way.  We'd  like  your 
statement  now,  though,  and  please  feel  free  to  introduce  anybody 
that  you  want  to  acknowledge. 
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OPENING  STATEMENT  OF  ANNE  L.  HALL,  OF  OfflO,  TO  BE  A 
MEMBER  OF  THE  BOARD  OF  DIRECTORS  OF  THE  FEDERAL 
DEPOSIT  INSURANCE  CORPORATION 

Ms.  Hall.  Thank  you,  Mr.  Chairman,  and  Members  of  the  Com- 
mittee. 

I  would  hke  to  thank  Senator  Glenn  for  his  kind  introduction.  I 
would  especially  like  to  thank  the  Senator  and  his  wife  Annie  for 
the  warm  and  supportive  friendship  they  have  shared  with  my  en- 
tire family  for  many  years. 

Let  me  begin  by  introducing  my  husband.  Judge  John  Connor, 
and  my  father,  Tom  Luken,  whom  most  of  you  know  as  the  retired 
representative  from  the  First  Congressional  District  of  the  great 
State  of  Ohio. 

Mr.  Chairman,  and  Members  of  the  Banking  Committee,  I  am 
pleased  to  appear  before  you  to  discuss  my  qualifications  to  be  a 
Member  of  the  Board  of  Directors  of  the  Federal  Deposit  Insurance 
Corporation. 

For  10  years,  I  have  worked  as  a  vice  president  of  Banc  One  Cor- 
poration, reporting  directly  to  Chairman  John  McCoy  in  Columbus, 
Ohio.  When  I  returned  to  Ohio  in  1984,  Banc  One  was  not  per- 
mitted to  operate  outside  the  State.  Today,  Banc  One  is  what  is 
known  as  a  super-regional  bank,  operating  in  13  States  with  nearly 
50,000  employees  distributed  throughout  over  80  bank  affiliates. 

During  what  was  surely  one  of  the  American  banking  industry's 
most  turbulent  decades.  Banc  One  has  consistently  ranked  as  one 
of  the  country's  most  profitable  and  best-managed  financial  institu- 
tions. 

At  Banc  One,  I  serve  as  vice  president  for  corporate  affairs,  de- 
veloping policies  in  response  to  proposed  or  enacted  Federal  and 
State  laws  and  regulations.  In  this  capacity,  I  work  closely  with  the 
holding  company's  numerous  operating  departments,  as  well  as  the 
diverse  bank  affiliates.  Together,  we  evaluate  initiatives  and  de- 
velop our  own  public  positions. 

I  am  no  stranger  to  large  organizations — my  job  is  to  achieve  re- 
spectable consensus  on  public  policy  within  a  highly  decentralized, 
$80-billion  corporation. 

Unlike  the  banking  system  of  other  developed  nations,  the  U.S. 
banking  industry  consists  of  thousands  of  different-sized  banks,  fre- 
quently strongly  wedded  to  quite  different  viewpoints  on  many  pub- 
lic policy  issues. 

I  have  had  the  privilege  of  working  with  both  large  banks  and 
small  banks  in  all  aspects  of  governmental,  consumer,  and  eco- 
nomic development  issues.  Both  in  my  professional  career  and  in 
my  service  as  a  board  member  of  Ohio's  largest  school  district,  I 
have  developed  an  abiding  respect  for  Government's  obligation  to 
balance  diverse  perspectives  and  achieve  common  ground  on  issues 
affecting  the  fundamental  health  and  vitality  of  our  Nation's  indus- 
tries and,  most  importantly,  the  economy. 

If  I  have  an  overriding  philosophy  in  banking  matters,  it  is  that 
we  are  stronger  than  we  often  appear  to  the  public  and  that  Amer- 
ica has  been  well  served  by  the  diversity  of  its  banking  community. 

We  are,  however,  vulnerable  both  in  perception  and  in  reality, 
because  of  relatively  recent  economic  disasters  which  have  moved 
like  waves  across  the  country.  Our  banking  house  has  been  shaken, 
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but  it  is  still  standing.  Its  cornerstone,  the  Bank  Insurance  Fund, 
grows  stronger  every  day,  but  management  of  the  FDIC  is  under- 
standably still  stressed. 

I  believe  that  my  vantage  point  as  a  senior  executive  in  an  ex- 
panding, decentralized  holding  company  during  one  of  the  indus- 
try's most  challenging  decades  has  provided  me  with  insight  and 
judgment,  particularly  regarding  astute  management  and  solid  cus- 
tomer service,  that  I  hope  will  prove  beneficial  to  the  FDIC  and  the 
Nation's  insured  depositors  and  borrowers. 

I  would  like  to  express  my  sincere  appreciation  to  this  Commit- 
tee and  its  leadership  for  its  efforts  to  bring  an  effective  and  ration- 
al structure  to  the  Federal  regulatory  function.  I  strongly  believe 
that  we  sorely  need  a  single,  independent  regulator  who  can  act 
more  knowledgeably,  more  quickly,  with  enhanced  discretionary 
authority  and  complete  accountability. 

This  regulator  will  replace  the  hodgepodge  regulators  and,  too 
often,  hodgepodge  regulations,  we  have  confounding  our  industry 
and  conflismg  our  consumers. 

As  a  banker,  I  have  no  fear  of  a  single  regulator.  As  I  have  lis- 
tened carefully  to  my  banking  associates  who  hold  the  contrary 
view,  it  appears  their  fears  are  more  concerned  with  the  substance 
of  regulations  rather  than  the  structure  itself. 

I  believe  concerns  regarding  proper  and  prudent  evolution  of  the 
substance  of  regulation  should  be  dealt  with  directly  and  openly. 
This  never-ending  dialog  between  the  regulated  and  the  regulator 
is  best  served  with  a  single  agency  embodying  the  collective  wis- 
dom now  dispersed  throughout  four  bureaucracies. 

If  I  might  take  this  opportunity  to  lobby  you,  as  everyone  has  on 
the  issue  of  consolidation,  I  would  only  caution  that  every  protec- 
tion possible  be  given  to  the  preservation  of  both  the  dual-banking 
system  and  the  independence  of  the  new  consolidated  agency. 

My  personal  preference  is  that  we  include  the  Chairwoman  of  the 
FDIC  as  a  member  of  the  new  Commission,  so  as  to  ensure  that 
safety  and  soundness  priorities  permeate  the  entire  system.  I  also 
prefer  that  the  term  of  appointments  not  be  tied  to  election-year  cy- 
cles. In  addition,  it  is  imperative  that  the  strength  and  vitality  of 
the  State  regulatory  system  be  respected  and  treasured.  I  trust 
that  the  Committee  shares  my  objectives,  if  not  my  specific  rem- 
edies. 

In  closing,  I  want  to  thank  this  Committee  for  agreeing  to  hold 
this  hearing  so  shortly  upon  your  return  to  Washington,  and  please 
know,  if  it  would  be  of  assistance,  I  am  available  to  meet  individ- 
ually with  any  Member  at  their  convenience. 

After  devoting  miany  years  to  this  industry  in  the  private  sector, 
I  look  forward  to  serving  in  the  public  sector  as  a  very  active  mem- 
ber of  the  board  of  the  FDIC,  as  we  meet  the  challenges  of  the 
1990's. 

Again,  I  thank  you  for  this  opportunity  and  I  will  be  pleased  to 
answer  any  questions  you  may  have  this  afternoon. 

The  Chairman.  Thank  you  very  much  for  a  fine  statement.  Also 
I  appreciate  the  professionalism  and  qualification  you  bring  to  this 
job  and  the  though tfulness  of  your  statement. 

I  especially  appreciate  the  strong  support  that  you  express  todav 
for  our  regulatory  consolidation  plan  and  I  very  much  agree  with 
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you,  that  we  need  to  make  sure  that  we  do  both  maintain  the  dual 
banking  system  and  that  we  establish  the  absolute  independence 
of  a  bank  commission  such  as  we've  talked  about.  I  think  that  we 
can  accomplish  those  goals.  I  thought  those  were  useful  points  that 
you  have  made. 

I  also  want  to  say,  having  served,  as  I  had  the  pleasure  to  do, 
with  your  father,  I  know  it's  a  special  pleasure  for  him  and  for  you 
that  he  is  here  today.  I  want  to  just  acknowledge  his  presence  as 
well. 

I,  myself,  have  four  daughters.  I  have  two  grown  daughters  that 
are  mothers  now  of  their  own,  but  I  also  have  two  younger  daugh- 
ters. I  have  a  daughter  that's  9  today  and  one  that  just  recently 
turned  2.  So,  we're  right  in  the  midst  of  two  very  significant  birth- 
day parties.  I've  been  thinking  a  lot  about  my  daughters  in  any 
case.  And  I  know  the  pride  that  you  feel  being  here  today  with  your 
daughter,  being  asked  to  accept  and  about  to  accept  these  very  im- 
portant national  responsibilities. 

I  think  it's  wonderful  that  this  can  be  an  occasion  that  allows 
you  to  be  together  here.  And  I  think,  in  a  sense,  you're  following 
in  your  own  way  in  your  father's  footsteps,  marking  out  your  own 
path,  of  course.  But  I  respect  that  very  much  and  I  have  a  strong 
feeling  about  it  as  I  see  the  two  of  you  here. 

Let  me  ask  you,  Ms.  Hall,  we  have  gone  to  great  effort  to  estab- 
lish the  practice  of  full  annual  on-site  examinations  for  banks  and 
thrifts,  so  that  we're  out  there  and  if  there  are  problems,  we  find 
them  and  that  we  don't  have  these  long  periods  of  delay  that  we 
saw  in  the  past  as  problems  built  up  in  both  sectors.  Do  you  sup- 
port the  annual  on-site  examinations? 

Ms.  Hall.  Yes,  sir,  I  do.  Perhaps  consolidation  will  permit  the 
legislature  and  the  Administration  to  gain  more  confidence  in  the 
regulatory  function  and  the  supervisors.  I  think  it  would  be  a  good 
sign  if  some  day  we  might  trust  that  Commission  to  make  the  deci- 
sion on  individual  banks — if  they  might  be  examined  12  or  18 
months.  But  I  do  support,  at  least  in  the  short-term,  the  annual 
evaluations. 

The  Chairman.  Well,  I  think,  too,  if  we  can  accomplish  the  con- 
solidation, then  we're  not  going  to  have  a  situation  where  we've  got 
competing  regulators  in  and  out  the  door  bumping  into  one  an- 
other. It's  incredible  what  we  have  now,  people  shopping  for  a 
friendlier  regulator  and  the  cost  and  the  time  consumed  and  the 
overlap  and  the  conflict.  It  just  doesn't  make  any  sense. 

Now  I  understand  why  the  existing  areas  of  turf  want  to  main- 
tain themselves.  That's  sort  of  the  bureaucratic  impulse  that  runs 
as  deep  as  any  that  I  know. 

But  to  the  extent  that  we  can  effect  the  consolidation,  then  I 
think  the  ability  to  make  sure  we're  on  top  of  the  condition  of  these 
banks,  and  if  they're  S&L's,  and  if  they're  slipping  into  trouble, 
that  we  find  it  out  and  we  bring  about  the  remedial  action  that 
we've  also  now  required  as  a  matter  of  law.  Do  you  agree  also,  Mr. 
Hove,  with  the  annual  on-site  investigations? 

Mr.  Hove.  Yes,  I  do.  And  I  think  that  you  have  made  some  ex- 
ception for  small  banks  and  the  small  banks  that  are  well  rated. 
That  seems  to  make  some  sense. 
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It  seems  to  me  that  the  point  that  Ms.  Hall  just  made  is  an  ap- 
propriate point,  that  it  really  is  an  issue  that  we  need  annual  on- 
site  examinations  right  now. 

As  time  progresses,  as  the  industry  improves,  maybe  there 
should  be  some  discretion  within  the  Federal  Banking  Commission 
to  determine  whether  annual  on-site  examinations  are  required  for 
the  small,  well-managed,  well-capitalized  banks  without  any  prob- 
lems. And  I  think  that's  a  decision  that  could  be  made. 

The  Chairman.  I'm  open  on  that  question.  I  think  banks  that, 
say,  have  a  CAMEL  1  rating  and  have  maintained  that  for  a  period 
of  time  and  there's  no  sign  of  difficulty,  I  would  rather,  in  fact,  aim 
the  regulatory  resources  at  the  problem  situations  and  not,  in  a 
sense,  dissipate  them  where  we  don't  have  problems. 

Now  we  need  to  have  tripwires  and  warning  systems  so  that  if 
somebody  who's  been  a  one  starts  to  slide,  that  we  don't  wake  up 
at  the  end  when  we've  had  a  complete  reversal.  But,  in  any  event, 
I  think  this  is  an  important  part  of  the  record  that  we've  just  es- 
tablished. 

Let  me  ask  each  of  you  as  well,  starting  with  you  first,  Ms.  Hall. 
You  heard  the  discussion  earlier  about  eliminating  mortgage  dis- 
crimination and  other  kinds  of  lending  discrimination.  That's  obvi- 
ously a  key  issue  with  me  and  with  this  Committee. 

I'd  like  to  hear  your  statement  of  commitment  to  these  issues 
and  see  that  we  deal  with  them. 

Ms.  Hall.  I  think  that  lending  discrimination  is — well,  let  me 
put  it  this  way.  I  think  that  fair  lending  is  the  only  morally  correct 
thing  to  do.  It's  the  only  profitable  thing  to  do,  if  you're  building 
a  business  franchise,  which  obviously  the  banks  had  best  get  going 
on.  And  it's  the  law. 

So  after  I've  said  that  someone  who  practices  discrimination  is 
immoral,  stupid,  and  criminal,  I  think  that  I  want  to  take  every  ef- 
fort to  express  that  in  my  position  of  authority,  particularly  regard- 
ing those  institutions  that  I  might  influence. 

I  feel  very  strongly  about  it.  I  unenthusiastically  endorse  the 
testers.  And  my  only  concern  about  the  testers  is  that  I've  never 
seen  an  unassailable  report  from  these  kinds  of  very  subjective,  by 
their  very  definition,  evaluations.  And  I  think  that  what  happens 
is  the  industry  and  the,  for  want  of  a  better  word,  protest  commu- 
riity,  get  into  an  argument  over  the  shape  of  the  table  and  no 
longer  are  directing  their  efforts  to  making  sure  that  there  are 
loans  being  made  out  there  to  low-  and  moderate-income  commu- 
nities. 

So,  having  said  all  that,  I  don't  know  what  else  I  could  add. 

The  CHAmMAN.  I  think  that's  a  pretty  good  statement.  I  think 
you've  said  it  pretty  well. 

Mr.  Hove. 

Mr.  Hove.  Well,  I  think  my  record  will  speak  for  itself.  I've  spent 
a  lot  of  time  on  the  CRA  modifications,  the  changes  that  we've  pro- 
posed. In  fact,  this  morning  I  testified  in  front  of  a  House  Banking 
Subcommittee  on  CRA.  We  want  to  eliminate  any  kind  of  discrimi- 
nation, to  make  lending  as  available  to  anyone  as  we  can,  to  make 
certain  that  loans  are  available,  regardless  of  the  color  of  anyone's 
skin. 
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The  Chairman.  You  know,  I  want  to  just  make  one  more  com- 
ment on  this.  I  realize  you  both  made  strong  statements  about  your 
own  personal  view  and  the  institutional  commitment  in  this  area. 

As  I  watch  the  underclass  grow  in  this  country,  and  it's  growing 
every  single  day,  there  is  no  way  in  the  world  that  we're  going  to 
break  that  problem  apart  simply  with  sort  of  government-directed 
economic  activity.  I  wish  the  problem  were  that  simple.  It  isn't. 

So  we  really  have  to  harness  the  private  sector  of  the  economy 
in  a  way  that's  fair  and  proper  if  we're  going  to  have  any  chance 
of  really  breaking  that  underclass  problem  apart. 

And  inner-city  people,  principally  racial  minorities,  but  not  in 
every  case  racial  minorities,  when  they  are  creditworthy  and  they 
can't  get  credit  for  any  proper  purpose,  from  a  home  mortgage  to 
a  business  loan  to  providing  for  their  child's  higher  education,  or 
whatever  it  may  be  to  take  and  improve  their  property,  we  contrib- 
ute to  the  downward  spiral  that  we're  seeing  in  certainly  urban 
centers  in  my  State,  but  across  the  country.  It's  a  national  problem. 

By  the  same  token,  if  we  can  just  get  a  proper  part  of  the  credit 
system  in  this  country  flowing  into  those  areas  where  it  properly 
should  be  going,  we  can  overcome  a  lot  of  the,  I  think,  destructive 
cycle  problems  that  we  otherwise  see. 

It  is  not  only  immoral  and  unsound  economically,  it  is  also  illegal 
to  prevent  that  kind  of  flow  of  credit.  We  just  can't  wait  any  longer 
to  get  it  done.  Time  is  really  not  on  our  side  here.  I  want  a  major 
commitment  made.  I'm  troubled,  Mr.  Hove,  about  this  story  about 
the  FDIC  employee,  and  I  want  something  done  about  it. 

Mr.  Hove.  I  also  am  troubled  about  it.  And  we  have  done  some 
things  about  it.  We  have  made  a  stronger  commitment  to  fair  lend- 
ing. We  have  a  fair  lending  task  force  that  has  looked  at  strength- 
ening our  fair  lending  enforcement.  I  have  put  a  fair  lending  spe- 
cialist in  every  region  throughout  the  country.  We  have  a  fair  lend- 
ing commitment  at  the  FDIC.  We  have  increased  the  examiners  in 
compliance  in  fair  lending  from  150  to  300,  and  our  commitment 
is  to  make  fair  lending  available  throughout  the  country  and  to  fer- 
ret out  any  fair  lending  violations  that  there  may  be. 

In  fact,  we  have  had  a  special  force  of  100  examiners  that  have 
examined  institutions  where  there  is  any  kind  of  suspicion  of  fair 
lending  violations  and  have  gone  in  specifically  to  find  out  where 
there  were  high  denial  rates  HMDA  data  that  would  sort  of  indi- 
cate that  there  might  be  some  problem  there.  And  we've  targeted 
those  institutions  and  gone  in  there. 

I'm  just  as  troubled  as  you  are  about  fair  lending  violations  and 
the  allegations  that  were  made  by  that  person,  and  we  don't  want 
those  kinds  of  violations. 

The  CHAreMAN.  I  don't  want  any  internal  harassment  of  any  per- 
son who  speaks  up  on  these  issues.  I  want  that  looked  at  and  if 
somebody  is  intimidating  somebody  because  they've  spoken  out  on 
this  issue,  then  that  person  doesn't  belong  in  the  FDIC. 

Mr.  Hove.  I  would  agree  and  I  am  looking  at  that  now. 

The  Chairman.  Well,  we're  going  to  have  some  additional  ques- 
tions for  you  for  the  record.  As  I  said  earlier,  I'd  like  to  try  to  move 
these  nominations  out  in  just  a  matter  of  days.  I  think  it's  impor- 
tant that  you  be  confirmed  and  be  on  the  job  with  the  authority 
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of  having  been  confirmed,  reconfirmed,  and  confirmed  in  your  case, 
Ms.  Hall. 

And  so,  let  me  thank  you  for  your  willingness  to  serve,  and  for 
your  statements  today. 

The  Committee  stands  in  recess. 

Ms.  Hall.  Thank  you. 

Mr.  Hove.  Thank  you. 

[Whereupon,  at  12:50  p.m.,  the  Committee  was  recessed.] 

[Prepared  statements,  biographical  sketches,  and  response  to 
written  questions  follow:] 
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PREPARED  STATEMENT  OF  RICKI  RHODARMER  TIGERT 
Nominee,  Chairwoman  of  the  Board  of  Directors,  FDIC 

I  am  deeply  honored  that  President  Clinton  has  nominated  me  to  chair  the  Fed- 
eral Deposit  Insurance  Corporation  (FDIC).  I  am  also  honored  to  be  here  before  you, 
the  Members  of  the  Senate  Banking  Committee.  If  I  am  confirmed  by  the  United 
States  Senate,  I  look  forward  to  working  together  with  you  on  many  of  the  crucial 
issues  facing  America's  banks  and  their  customers. 

I  would  like  to  describe  very  briefly  my  views  on  the  banking  system  and  the 
FDIC,  and  my  vision  for  the  future. 

My  number  one  goal  will  be  to  assure  the  credibility  of  the  U.S.  banking  system. 
This  means  strong  banks  and  healthy  deposit  insurance  funds. 

Our  banks  are  now  enjoying  record  earnings,  but  those  of  us  who  care  about  the 
strength  of  the  banking  system  must  learn  aU  we  can  from  the  experiences  of  the 
recent  past.  The  FDIC  has  resolved  more  than  1,300  failed  banks  with  combined  as- 
sets of  more  than  $200  billion  in  the  past  8  years.  No  taxpayer  monies  were  ulti- 
mately used  to  meet  the  losses  from  the  failecl  banks,  but  the  strain  was  great.  The 
insurance  funds  for  banks  and  thrift  institutions  must  be  strengthened  and  pro- 
tected. For  the  FDIC  as  the  administrator  of  the  insurance  funds,  continued  vigi- 
lance and  independence  are  essential. 

The  safety  and  soundness  of  the  banking  system  is  key  to  its  credibility.  The 
FDIC's  independence  is  crucial  to  safety  and  soundness.  Tne  lessons  of  the  past  8 
years  should  not  be  lost.  They  must  be  learned  and  then  used  beneficially.  The  risks 
to  banks  must  be  catalogued  and  regularly  monitored.  We  must  ask  whether  it  is 
possible  to  be  better  at  predicting  potential  losses,  and  if  so,  how  we  educate  banks 
before  they  occur.  This  is  a  responsibility  that  the  FDIC,  with  all  of  its  experience 
and  history,  is  uniqruely  qualified  to  undertake. 

There  are  several  corollaries  to  these  primary  lessons  of  safety  and  soundness  for 
banks  and  of  independence  for  the  FDIC. 

First,  a  more  thoughtful  structure  for  bank  regulation  should  increase  the  energy 
and  funds  that  banks  can  devote  to  the  U.S.  economy.  Banks  must  be  relieved  from 
confusing,  duplicative,  and  overlapping  regulation  that  is  not  essential  to  safety  and 
soundness.  We  need  to  make  certain  that  the  Government  itself  is  not  partly  respon- 
sible for  the  declining  role  of  banks  in  providing  credit  and  accepting  American  sav- 
ings. For  these  reasons  I  support  regulatory  consolidation. 

Second,  every  American  must  have  full  and  fair  access  to  bank  services.  I  give 
you  my  personal  commitment  to  fight  lending  discrimination  and  to  enforce  commu- 
nity reinvestment  requirements.  Anything  less  than  full  and  fair  access  for  all 
Americans  not  only  drives  away  potential  customers  from  the  banking  system,  it  af- 
fects the  credibility,  and  hence  the  soundness,  of  the  system.  Banks  should  be 
judged  on  their  performance  in  this  area,  not  on  the  weight  of  their  paperwork. 

Third,  the  integrity  and  credibility  of  the  FDIC  must  be  beyond  question.  It  must 
be  fair  and.  responsive  to  Americans  whose  lives  it  touches.  That  means  assuring 
that  bank  customers  understand  what  is  insured  and  what  is  not  insured,  and  it 
means  even-handedness  in  dealing  with  those  affected  when  an  institution  fails. 

The  FDIC  is  blessed  with  many  hard-working,  dedicated  public  servants  who  face 
a  difficult  jjeriod  of  transition — from  a  "war"  tooting — when  the  FDIC  was  a  prin- 
cipal manager  of  efforts  to  deal  with  the  banking  crisis — to  today's  goal  of  keeping 
the  "peace  by  strengthening  the  financial  system  and  contributing  to  economic 
growtn.  Much  has  been  asked  of  the  public  servants  of  the  FDIC  over  the  past  8 
years.  I  am  eager  and  honored  to  have  been  nominated  to  work  with  them. 

The  transition  that  the  FDIC  faces  will  not  be  easy;  it  includes  the  challenge  ulti- 
mately of  integrating  the  functions  and  staff  of  the  Resolution  Trust  Corporation. 
If  confirmed  by  the  United  States  Senate,  I  will  devote  my  intellect,  my  energies, 
my  experience,  and  my  goodwill  to  the  task.  I  believe  sound  management  involves 
setting  clear  goals  and  giving  precise  direction,  as  well  as  the  willingness  to  make 
hard  decisions  and  to  show  compassion  in  dealing  with  people's  lives. 

I  accept  the  challenge  with  keen  interest  and  a  strong  desire  to  preserve  the  best 
of  the  FDIC's  60  years  of  service  to  the  American  people  and  to  enhance  in  new 
ways  its  ability  to  meet  the  demands  of  the  future. 
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STATEMENT  FOR  COMPLETION  BY  PRESIDENTIAL  NOMINEES 


Name: 


TIGERT 


RICKI 


RHODARMER 


Position  10  wtiicti 
nominated 

Date  or  Birth: 


Marital  Status: 


Name  and  ages  of 
Children: 


CflRSTl 


Chair.  Federal  Deposit 

Insurance  Corporation  Date  of  nomination: 


(OTVCR) 


11/16/93 


(0»t1  (UOKIMI  OtAR) 

Divorced 


45  Place  of  birth:  Waynesville.  North  Carolina 


None 


Full  name  of 
spouse: 


Education: 


Institution 


Vanderbilt  University 

University  of  North 
Carolina  at  Chapel 
Hill 

University  of 
Chicago  Law  School 


Dates  attended 


1963-1967 


1967-1968 


1973-1976 


Degrees 
received 


B.A. 


M.A. 


J.D. 


Dates  of 
degrees 


1967 


1972 


1976 


Honors  and  awards: 


List  below  all  scholarships,  fellowships,  honorary  degrees, 
military  medals,  honorary  society  memberships,  and  any  other 
special  recognitions  for  outstanding  service  or  achievement. 

Vandertilt  University:  Honors:  graduated  magna  cum  laude.  elected  to 
Phi  Beta  Kappa.  Mortar  Board.  Award  for  the  Freshman  Woman  with 
the  Highest  Grade  Point  Average,  Award  for  the  Senior  Contributing  the 
Most  to  the  Social  Sciences.  University  Scholarship  (four-year  full 
tuition  scholarship):  National  debate  honor  society,  various  awards  for 
debate  and  public  speaking,  and  member  of  assorted  other  academic 
honor  societies  (1963-1967) 

University  of  North  Carolina:  University  grant  for  graduate  studies. 
National  Science  Foundation  Grant  for  graduate  studies  (1967-1968) 
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University  of  Chicago  Law  School:  graduated  with  honors,  elected  to 
the  Order  of  the  Coif  (1976) ;  member  and  Associate  Editor  of  the  Law 
Review  (1974-1976). 

Murfreesboro,  Tennessee  Central  High  School:  National  Honor  Society; 
and  honor  societies  for  mathematics,  drama,  and  journalism;  Latin 
Award  and  English  Award  (1959-1963) 

Department  of  the  Treasury:  two  special  cash  merit  awards  (1984- 
1985) 

Girl  Scout  Council  of  the  Nation's  Capitol:  Thanks  Badge  (highest 
national  award  for  adult  volunteer  service  (1992) 


Memberships: 


List  below  all  memberships  and  offices  held  in  professional, 
fraternal,  business,  scholarly,  civic,  charitable  and  other 
organizations:  [Below  is  a  list  since  graduation  from  college  in  1967.1 


Organization 

Girl  Scouts  of  the 
USA 

Girl  Scout  Council 
of  the  Nation's 
Capitol 


Office  Held 
(if  any) 


Member 


Member, 

Board  of  Directors 


Dates 


1 986-present 


1986-1992 


Washington 
Foreign  Law 
Society 


•  Chair, 
Govemance 
Committee 


Member 

-  Member, 
Board  of  Directors 


1987-1992 


1984-present 
1985-1990 


Women  in  Housing 
and  Finance 


-  Vice-President 
and  Program 
Chair 

-  President 


Member 


1988-1989 
1989-1990 


1979-1985, 
1993-present 


llinois  Bar 


Member 


1976-present 
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Distnct  of  Columbia 
Bar 

-  International 
Section 


Annencan  Bar 
Assoaation 

-  Business  Law 
Section 

-  Section  of 
International  Law 
and  Practice 


American  Law 
Institute 

Council  on  Foreign 
Relations 


Member 


•  Steering 
Committee 

•  Co-Chair 


Member 
Member 

Member 

-  Council  Member 

-  Goal  VIII  Officer 

-  Vice-Chair. 
Committee  on 
International 
Banking  and 
Finance 

-  Chair,  Committee 
on  International 
Banking  and 
Finance 

Member 
Member 


1977-present 

1987-1990 
1989-1990 


1 977-present 


1979-present 


1989-present 

1989-1990, 
1 993-present 

1991-1993 


1990-1991 


1991 -present 


1989-present 


1990-present 
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International  Law 
Association 


International  Bar 
Association 

Inter-Padfic  Bar 
Association 

Visiting  Committee, 
University  of 
Chicago  Law 
Sctiool 

American  Political 
Science  Association 

Vanderbilt  Alumni 
Association 

University  of  North 
Carolina  Alumni 
Association 

University  of 
Chicago  Alumni 
Association 

City  Tavern  Club 
(Washington,  DC) 

Washington  Opera 
Guild 

Lawyers  Committee 
for  the  Washington 
Opera 


Member 

-  Member, 
Committee  on 
Multinational 
Banking 

-  Member, 
Committee  on 
International 
Monetary  Law 


Member 


Member 


Member 


Member 


Member 


Member 


Member 


Member 


Member 

Member 

-  Steering 
Committee 


1987-present 

1988-1990 

1993-present 
1992-present 
1992-present 

1979-1982 
1967-72 

1967-present 

1 968-present 

1976-present 

1984-present 

1990-present 
1983-present 

1991 -present 
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Lawyers  Committee 
for  the 

Shakespeare 
Theatre 

Commitlee  to  Save 
the  Folger  Theatre 

New  York  City 
Ballet  Guild 

Metropolitan  Opera 
Guild 

Museum  of  Modem 
Art 

Smithsonian 
Resident  Associate 


Member 


Member 


Member 


Member 


Member 


Member 


1992-present 


1984-1985 


1988-1990 


1978-present 


1990-present 


1977-present 


Employment  record: 


List  below  all  positions  held  since  college,  including  the  title  or 
description  of  job,  name  of  employment,  location  of  work,  and 
dates  of  inclusive  employment 

Analyst  (co-wrote  the  archival  history  of  the  North  Carolina  anti-poverty 
program  while  attending  graduate  school),  North  Carolina  Fund. 
Durtiam.  NC,  1967-1968  (part-time) 

Instnjctor  in  American  govemment.  University  of  Maryland,  Far  East 
Division,  Japan.  Camp  Zama,  Japan,  1969-1970  (part-time) 

Counselor,  Army  Education  Center,  Camp  Zama,  Japan,  U.S.  Army, 
1969-1970  (part-time) 

Staff  Associate,  Public  Administration  Service  (nonproHt  firm  providing 
organization  and  management  consulting  for  governments  at  all  levels), 
Chicago,  IL.  1970-1973  (except  for  summer  1972  when  completing 
master's  thesis) 

Summer  Associate,  Ross.  Hardies.  O'Keefe,  Babcock  &  Parsons  (law 
firm),  Chicago,  IL.  summer  1974 

Summer  Associate.  Mayer.  Brown  &  Piatt  (law  firm).  Chicago.  IL, 
summer  1975 


Law  Clerk  to  the  Honorable  John  Minor  Wisdom.  U.S.  Court  of  Appeals 
for  the  Fifth  Circuit.  New  Orleans.  L^.  1976-1977 


47 


Counsel.  Subcomminee  on  Citizens'  and  Shareholders'  Rights  and 
Remedies,  U.S.  Senate  Judiciary  Committee.  Washington,  DC,  1977- 
1978 

Associate,  Leva,  Hawes,  Symington,  Martin  &  Oppenheimer  (law  fimi), 
Washington,  DC,  1979-83  (elected  to  the  partnership  in  1983  but  lett  to 
go  into  government  before  assuming  partnership)  (responsibilities 
included  bank  regulatory  issues,  lending  and  secured  transactions,  other 
administrative  law  matters  and  litigation) 

Senior  Counsel  for  Intemational  Finance,  U.S.  Department  of  the 
Treasury,  Washington,  DC,  1983-1985  (worked  on  intemational 
financial  and  banking  matters,  including  sovereign  debt  restructuring, 
foreign  investment  issues,  development  of  special  Treasury  security 
targeted  to  foreign  investors,  and  the  U.S.-lsrael  Free  Trade 
Agreement) 

Associate  General  Counsel  for  Intemational  Banking  (promoted  from 
Assistant  General  Counsel),  Board  of  Governors  of  the  Federal  Reserve 
System.  Washington,  DC,  1985-1992  (in  charge  of  all  intemational  legal 
issues,  including  regulatory  review  and  revision,  development  and 
implementation  of  new  legislation,  multilateral  financings,  and  sovereign 
debt  restructuring;  and  worked  on  various  other  issues  including  banking 
reform  and  U.S.  bank  competitiveness.  Also  chaired  the  Board's 
Committee  on  Officer  Compensation.) 

Adjunct  Professor  Law,  Georgetown  University  Law  Center, 
Washington,  DC  (taught  intemational  finance  part-time  in  spring 
semesters  of  1990, 1991,  and  1992)  (part-time) 

Visiting  Professor  of  Law,  Technische  Hochschule  Darmstadt, 
Darmstadt,  Germany.  1992  (taught  comparative  intemational  banking 
supervision  and  regulation  in  spring  term)  (part-time) 

Consultant,  Puender,  Volhard,  Weber  &  Axster  (law  firm),  Frankfurt, 
Germany,  1992  (wrote  articles  on  banking  issues  with  partner  of  firm) 
(part-time) 

Partner,  Gibson,  Dunn  &  Crutcher  (law  flnn),  Washington,  DC.  1992- 
present  (legal  advice  on  bank  regulatory  issues  and  on  various 
intemational  and  domestic  financial  transactions) 
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Government  experience: 


List  any  experience  in  or  direct  association  with  Federal,  State,  or 
local  governments.  Including  any  advisory,  consultative,  honorary 
or  other  part-time  service  or  positions. 

(in  addition  to  atiove  employment  or  contract  positions) 

Ampart.  U.S.  Infonnation  Agency,  Washington,  DC.  1983  (series  of 
speeches  and  meetings  on  banking  issues  at  the  request  of  the  U.S. 
Information  Agency  in  Ecuador,  Chile,  and  Argentina  for  2  weeks  in 
October  1983)  (honorarium  provided) 

Advisory  Committee  on  Mutual  Insurance  to  Senator  Howard 
Metzenbaum,  1978-1979  (unpaid) 


Published  writings: 


List  the  titles,  publishers  and  dates  of  books,  articles,  reports  or 
other  published  materials  you  have  written. 

(Please  see  attached  list  of  publications.) 


Political  affiliations  and 
activities: 


List  all  memberships  and  offices  held  in  and  services  rendered  to 
all  political  parties  or  election  committees  during  the  last  10  years. 

Member,  Banking  Issues  Working  Group,  Clinton-Gore  Campaign,  1992 


Political  contributions: 


Itemize  all  political  contributions  of  $500  or  more  to  any  individual, 
campaign  organization,  political  action  committee  or  similar  entity 
during  the  last  eight  years  and  identify  the  specific  amounts, 
dates,  and  names  of  the  recipients. 

Clinton  for  President.  $500,  April  22,  1992 

Clinton  for  President.  $500,  October  19,  1992 

Presidential  Gala,  Inaugural  Committee  for  President  Clinton,  $1,000, 
January  19.  1993 


Qualifications: 


State  fully  your  qualifications  to  serve  in  the  position  to  which  you 
have  been  named,  (attach  sheet) 

(Please  see  attached  resume.) 
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Future  employment 
relationships: 


Indicate  whether  you  will  sever  all  connections  with  your 
present  employer,  business  firm,  association  or 
organization  if  you  are  confirmed  by  the  Senate. 


I  will  sever  all  ties  with  the  law  firm  of  Gibson,  Dunn  &  Crutcher  upon 
assuming  any  new  position  in  the  U.S.  Government  and  I  will  also 
resign  my  positions  in  the  American  Bar  Association. 

2.  As  far  as  can  be  foreseen,  state  whether  you  have  any 

plans  after  completing  government  service  to  resume 
employment,  affiliation  or  practice  with  your  previous 
employer,  business  firm,  association  or  organization. 


I  have  no  plans  to  resume  any  present  or  previous  employment, 
affiliation,  or  practice  after  completing  govemment  service. 


3. 


Has  anybody  made  you  a  commitment  to  a  job  after  you 
leave  government? 


No. 


Yes. 


Do  you  expect  to  serve  the  full  term  for  which  you  have 
been  appointed? 


Potential  conflicts  of 
interest: 


Describe  any  financial  arrangements  or  deferred 
compensation  agreements  or  other  continuing  dealings 
with  business  associates,  clients  or  customers  who  will  be 
affected  by  policies  which  you  will  influence  in  the  position 
to  which  you  have  been  nominated. 


At  the  time  I  resign  from  the  partnership  of  Gibson,  Dunn  &  Crutcher, 
Gibson,  Dunn  &  Crutcher  will  disburse  any  amounts  earned  but  not 
distnbuted  to  me  as  contributions  to  the  capital  and  reserves  of  the  firm 
and  any  amounts  held  back  from  eamings  for  normal  operations.  I  have 
no  other  financial  arrangements  and  have  signed  an  Ethics  Agreement 
that  provides  for  recusal  from  specific  matters  before  the  Federal 
Deposit  Insurance  Corporation  as  to  which  specified  clients  or  Gibson, 
Dunn  &  Crutcher.  my  current  employer,  is  a  party  or  represents  parties. 
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List  any  investments,  obligations,  liabilities,  or  other 
relationships  which  might  involve  potential  conflicts  of 
Interest  with  the  position  to  which  you  have  been 
nominated. 


I  have  a  home  mortgage  and  I  will  be  recused  from  any  matters  that 
come  before  the  FDIC  involving  the  financial  institution  holding  the 
mortgage. 

3.  Describe  any  business  relationship,  dealing  of  financial 
transaction  (other  than  tax-paying)  which  you  have  had 
during  the  last  10  years  with  the  Federal  Government, 
whether  for  yourself,  on  behalf  of  a  client,  or  acting  as 
agent,  that  might  in  any  way  constitute  or  result  in  a 
possible  conflict  of  interest  with  the  position  to  which  you 
have  been  nominated. 

I  have  given  legal  advice  on  federal  banking  matters  while  In  my  current 
position  since  October  13,  1992,  to  certain  clients  that  are  financial 
institutions  and  have  agreed  pursuant  to  an  Ethics  Agreement  to  recuse 
myself  from  participating  in  any  specific  matter  as  to  which  speafied 
clients  or  Gibson,  Dunn  &  Cnitcher,  my  cuaent  employer,  is  a  party  or 
represents  a  party.  I  believe  that  no  other  relationships  in  the  past  10 
years  would  constitute  or  result  In  a  possible  conflict  of  interest. 

4.  List  any  lobbying  activity  during  the  past  10  years  in  which 
you  have  engaged  for  he  purpose  of  directly  or  indirectly 
influencing  the  passage,  defeat  or  modification  of  any 
legislation  at  the  national  level  of  government  or  affecting 
the  administration  and  execution  of  national  law  or  public 
policy. 

None. 

5.  Explain  how  you  will  resolve  any  potential  conflict  of 
interest  that  may  be  disclosed  by  your  responses  to  the 
above  items. 


As  noted,  I  have  signed  an  Ethics  Agreement  as  required  by  the  Office 
of  Government  Ethics  to  provide  for  recusal  from  certain  specific 
matters. 
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Civil,  criminal  and  ^  qj^^  j^^^  ^^^^  details  of  any  civil  or  criminal  proceeding  in 

investigatory  actions:  which  you  were  a  defendant  or  any  inquiry  or  investigation 

by  a  Federal,  State,  or  local  agency  in  which  you  were  th« 
subject  of  the  inquiry  or  investigation. 


None. 


Give  the  full  details  of  any  proceeding,  inquiry  or 
investigation  by  any  professional  association  including 
any  bar  association  in  which  you  were  the  subject  of  the 
proceeding,  inquiry  or  investigation. 


None. 


^  I  have  never  been  the  subject  of  any  civil,  criminal,  or  other  investigatory  action.  I  provided 
testimony  in  an  administrative  hearing  with  respect  to  a  claim  of  age  discrimination  made  against  the 
Federal  Reserve  Board  by  an  unsuccessful  applicant  for  employment  whom  I  inten/iewed.  A  hearing 
officer  from  the  Equal  Employment  Opportunity  Commission  made  a  finding  that  no  age 
discrimination  by  the  agency  occurred. 
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RICKI  RHODARMER  TIGERT 
LIST  OF  PUBLICATIONS 


"German  Bank  Law  Needs  Clarification  to  Speed 
Branching  Rights,"  American  Banker,  p.  4  (January  27,  1993). 

"German  Law  Could  Mean  Trouble  for  U.S.  Banks," 
American  Banker,  p.  10  (December  23,  1992). 

"Commercial  Bank  Liability  Under  the  Law  of  the 
United  States  for  Deposits  in  Foreign  Branches  that  are 
Subject  to  Expropriation  or  Exchange  Restrictions  Imposed  by 
Sovereign  Governments,"  Chapter  11  in  Current  Legal  Issues 
Affecting  Central  Banks  edited  by  Robert  C.  Effros  (Vol.  I) 
(International  Monetary  Fund,  1992) . 

"Regulatory  Perspectives  on  Debt-f or-Debt  Swaps  and 
Securitization  of  Loans  for  Heavily  Indebted  Countries," 
chapter  in  Latin  American  Sovereign  Debt  Management;  Legal  and 
Regulatory  Aspects  (Inter-American  Development  Bank,  1990) . 

"Recent  Regulatory  Perspectives  on  Debt-f or-Equity 
Swaps  and  Securitization  of  Third  World  Debt,"  University  of 
Illinois  Law  Review  (Number  2,  1988). 

"Enforcement  of  International  Contracts  in  the  Face 
of  Foreign  Expropriations,"  International  Practitioners 
Notebook.  #38,  p.  1  (October  1987). 

"Monetary  Issues  in  International  Private 
Transactions,"  in  Proceedings,  81st  Annual  Meeting  (American 
Society  of  International  Law,  April  1987) . 

"Allied  Bank  International:   A  U.S.  Government 
Perspective,"  17  Journal  of  International  Law  and  Politics  511 
(Spring  1985) . 

"Legal  Aspects  of  Electronic  Funds  Transfers  in  the 
United  States,"  International  Banking  Law  (London,  February 
and  July,  1984)  . 

"Prospects  for  Change  in  the  Regulation  of  Banks  in 
the  United  States,"  International  Banking  Law  (London,  April 
1983)  . 

"Foreign  Bank  Activity  in  the  United  States  Since 
1978,"  Investment  -  USA  (October  and  November,  1982). 

Comment,  "A  Functional  Approach  to  the  Applicability 
of  Section  553  of  the  Administrative  Procedure  Act  to  Agency 
Statements  of  Policy,"  43  Univ.  of  Chicago  Law  Review  430 
(1976) . 
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RICKI  RHODARMER  TIGERT 


Ricki  Rhodarmer  Tigert  has  been  a  partner  in  the  law  firm  of  Gibeon, 
Dunn  &  Crutcher  since  October  1992.  She  haa  spent  the  past  IS 
years  working  in  the  private  sector  and  the  U.S.  government  on 
domestic  and  international  banking  and  other  financial  issues. 

For  seven  years  until  April  1992  Ms.  Tigert  served  as  Associate  General 
Counsel  for  International  Banking  of  the  Board  of  Governors  of  the 
Federal  Reserve  System  in  Washington  where  she  was  responsible  for 
issues  pertaining  to  international  banking  and  finance  and  dealt 
with  a  broad  variety  of  other  issues  that  included  U.S.  banking 
structure,  competitiveness  of  U.S.  banks,  and  legislation 
reforming  the  bank  regulatory  system  in  the  United  States.   Her 
responsibilities  also  included  substantial  work  related  to  other 
issues  including  the  permissible  activities  and  international 
operations  of  U.S.  and  foreign  banks,  restructuring  of  U.S.  bank 
loans  to  heavily  indebted  countries,  the  liability  of  U.S.  banks 
for  deposits  restricted  by  sovereign  government  action,  and 
legislation  pertaining  to  taxation  of  U.S.  banks. 

Ms.  Tigert  worked  closely  with  various  agencies  of  the  U.S.  government 
on  domestic  and  international  banking  and  financial  issues, 
including  the  Federal  Deposit  Insurance  Corporation,  the 
Comptroller  of  the  Currency,  the  Departments  of  Treasury, 
Commerce,  Justice,  and  State,  the  Securities  and  Exchange 
Commission,  other  independent  agencies.   She  also  worked 
frequently  with  the  U.S.  Congress  on  a  wide  variety  of  questions 
related  to  the  competitiveneaa  of  U.S.  banks,  bank  regulation, 
international  banking,  trade  in  financial  services,  and  debt 
restructuring. 

During  her  seven  years  at  the  Federal  Reserve  Ms.  Tigert  was 

instrumental  in  the  implementation  of  short-term  multilateral 
financings  for  indebted  and  newly  democratic  countries  and  in  that 
capacity  coordinated  work  with  the  major  international  financial 
institutions,  such  as  the  World  Bank,  the  International  Monetary 
Fund,  and  the  Bank  for  International  Settlements  as  well  as 
various  foreign  central  banks  and  other  departments  and  agencies 
of  foreign  governments. 

In  addition,  Ms.  Tigert's  accomplishments  included  directing  a  complete 
review  and  substantial  revisions  to  the  Federal  Reserve's 
regulation  governing  the  international  operations  of  U.S.  and 
foreign  banks  and  coordinating  the  development  of  legislation 
enacted  in  1991  to  increase  federal  regulation  of  foreign  bank 
operations  in  the  United  States  in  response  to  the  BCCI  scandal. 
She  also  served  as  Chairman  of  the  Federal  Reserve's  committee  on 
merit  compensation  for  Board  officers. 

Prior  to  assuming  her  position  at  the  Federal  Reserve  Ms.  Tigert  served 
from  1983  to  1985  as  senior  counsel  for  international  finance  at 
the  U.S.  Department  of  the  Treasury  where  she  was  a  key  member  of 
the  team  that  developed  a  special  Treasury  security  targeted  to 
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focaign  inveetora  and  worked  extensively  on  international  banking 
and  financial  isauea. 

From  1979  to  1983  Ma.  Tigert  waa  in  private  law  practice  in  Washington 
with  the  firm  of  Leva,  Hawea,  Symington,  Martin  6  Oppenheimer 
where  ahe  worked  on  a  variety  of  legal  iaaues  including  those 
affecting  financial  institutions.   Aa  part  of  her  work  she  put 
together  a  complete  regulatory  compliance  program  for  a  minority- 
owned  community  bank  in  the  District  of  Columbia.   She  also  was 
lead  counsel  in  representing  financial  institutions  in  a  number  of 
credit  tranaactiona,  including  the  financing  of  a  new  ahopping 
center  and  the  refinancing  of  a  ahopping  mall. 

From  1977  to  1978  He.  Tigert  waa  counsel  to  the  Subcommittee  on 

Citizens'  and  Shareholders'  Righta  and  Remedies  of  the  Senate 
Judiciary  Committee  chaired  by  Senator  Howard  Metzenbaum.   She  was 
a  law  clerk  to  the  Honorable  John  Minor  wisdom  of  the  U.S.  Court 
of  Appeals  for  the  Fifth  Circuit  from  1976  to  1977. 

Ma.  Tigert  served  aa  an  Adjunct  Professor  at  the  Georgetown  University 
Law  Center  from  1990  to  1992  specializing  in  international 
banking.   During  1992  she  also  was  a  Visiting  Professor  at  the 
Technische  Hochschule  Darmstadt  in  Germany  where  she  taught 
comparative  international  banking  supervision  and  regulation  and 
conducted  research  and  lectured  on  U.S.  banking  and  other 
financial  issues.   Ms.  Tigert  has  written  and  lectured  extensively 
on  banking  and  financial  issues  in  the  United  States  and  abroad. 

Ms.  Tigert  was  a  professional  aeaociate  of  the  nonprofit  firm  Public 

Administration  Service  in  Chicago  from  1970  to  1973,  where  she  was 
involved  in  providing  organization  and  management  assistance  to 
governmental  organizations.   She  taught  American  government  for 
the  University  of  Maryland  and  counseled  U.S.  military  personnel 
on  educational  opportunities  and  benefits  in  Japan  from  1968  to 
1970. 

Ms.  Tigert  is  currently  chair  of  the  Committee  on  International  Banking 
and  Finance  of  the  International  Law  and  Practice  Section  of  the 
American  Bar  Association.   She  served  as  President  of  the 
Washington  Foreign  Law  Society  and  Co-Chair  of  the  District  of 
Columbia  Bar  International  Section.   She  has  recently  been  elected 
to  the  International  Monetary  Committee  of  the  International  Law 
Association,  where  she  serves  with  representatives  of  the  Bank  for 
International  Settlements,  the  International  Monetary  Fund,  the 
European  Bank  for  Reconstruction  and  Development,  various  central 
banks,  and  the  private  sector.   Ms.  Tigert  is  a  member  of  the 
American  Law  Institute  and  the  Council  on  Foreign  Relations. 

Ms.  Tigert  received  a  law  degree  cum  laude  from  the  University  of 

Chicago  in  1976;  a  Master  of  Arts  degree  in  political  science  in 
1972  from  the  University  of  North  Carolina  at  Chapel  Hill;  and  a 
Bachelor  of  Arts  degree  magna  cum  laude  from  Vanderbilt 
University,  Nashville,  Tennessee,  in  1967,  where  she  was  elected 
to  Phi  Beta  Kappa.   Ms.  Tigert  was  born  in  Waynesville,  North 
Carolina  on  February  4,  1945,  and  grew  up  in  Middle  Tennessee, 
attending  high  school  at  Murfreesboro  Central  High  School. 
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Ms.  Tigert  served  aa  a  member  of  the  Board  of  Directors  of  the  Girl 

Scout  Council  of  the  Nation's  Capitol  from  1986  to  1992,  and  was 
Chairman  of  the  Governance  (finance)  Committee  for  five  of  those 
years.   She  was  a  volunteer  tutor  in  the  District  of  Columbia 
Public  Schools'  Saturday  Learning  Extension  Program  from  1983  to 
1986,  and  served  on  the  Visiting  Committee  of  the  University  of 
Chicago  Law  School  from  1979  to  1982. 
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PREPARED  STATEMENT  OF  ANDREW  C.  HOVE,  JR. 
Nominee,  Vice  Chairman  and  Director,  FDIC 

Thank  you,  Mr.  Chairman,  and  Members  of  the  Committee.  I  would  like  to  thank 
Senator  Exon  and  Senator  Kerrey  for  their  kind  remarks.  I  appreciate  their  suppwrt. 

I  ailso  would  like  to  recognize  my  wife  Ellen  and  thank  her  for  her  strong  support 
over  the  years. 

At  my  original  confirmation  hearing  a  few  years  ago,  I  said  that  I  viewed  the  job 
as  Vice  Chairman  as  one  of  the  greatest  challenges  of  my  life.  At  the  time,  I  did 
not  imagine  that  I  would  be  Acting  Chairman  on  two  different  occasions. 

During  my  time  on  the  FDIC  Board,  we  have  seen  incredible  change  in  the  finan- 
cial institutions  industry.  When  I  was  briefly  Acting  Chairman  after  the  departure 
of  Bill  Seidman,  the  Bank  Insurance  Fund  was  over  $7  billion  in  the  red  and  the 
industry  was  enduring  record  failures.  As  Acting  Chairman  since  the  untimely 
death  of  Bill  Taylor,  I  recently  had  the  privilege  of  announcing  that  there  is  $10 
biUion  in  the  Fund,  all  Treasury  borrowings  by  the  FDIC  have  been  repayed  with 
interest — and  the  FDIC  has  not  had  to  draw  on  a  penny  of  taxpayer  funds  to  cover 
losses  in  the  banking  industry. 

When  you  have  been  through  an  experience  like  the  past  few  years,  it  drives 
home  the  message  of  the  importance  of  the  FDIC  and  its  activities.  I  do  not  think 
that  any  of  us  will  forget  how  quickly  the  Fund  was  depleted  or  how  important  it 
is  to  make  sure  that  we  never  again  put  the  taxpayers  at  risk.  Mr.  Chairman,  you 
and  the  Committee  helped  us  to  achieve  this  accomplishment  by  giving  us  the  tools 
to  get  the  job  done. 

With  the  industry  on  the  road  to  recovery,  I  look  forward  to  being  able  to  turn 
our  attention  strongly  to  issues  of  fair  lending,  regulatory  burden,  recapitaUzation 
of  the  SAIF  and  the  changing  financial  services  environment. 

I  still  draw  on  my  experience  of  30  years  as  a  community  banker  in  Nebraska. 
It  helps  me  approach  problems  with  an  attitude  of  the  public  interest  and  what  is 
best  for  the  economy,  the  customers  of  banks  and  thrifts,  the  financial  services  in- 
dustry and  finally,  what  is  best  for  the  FDIC. 

I  have  enjoyed  the  challenges  of  the  past  several  years  and  appreciate  the  oppor- 
tunity to  continue  in  public  service.  I  will  be  pleased  to  answer  any  questions  that 
you  may  have. 


57 


STATEMENT  FOR  COMPLETION  BY  PRESIDENTIAL  NOMINEES 


Name:   Hove,  Jr 


Andrew 


Christ ian 


(um  "I  "ST) 

Vice  Chairman  &  Director 


(OTNUU 

^''I:^?nl°:J?"^    Federal    Deposit    Insurance    Corp.  nomination:    Nov.    24,    1993 

Date  of  birth:       9         Nov.  ,    1934     Place  of  birth:    Minden,    Nebraska 

(0*r)        uioimu        crt**) 

Marital  status:     Married 


Full  name  of  spouse:      Fllan    m^p    fM^i-^kp)    Hovp 

Name  and  ages 

of  children:      Catherine    Diane    (Hove)    Breen 


Education: 


Peter    ChrigMan    Hnvp 


Nancy    Elian    (Hove)    Graul 
Institution 


Dates 
attended 


Sept.  1952 
Univ.  of  Nebraska-Lincoln   June  1956 


Suimiers,  1963 
Univ.  of  Wisconsin-Madison  1964  &  1965 


Degrees 
received 


BS 
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-22. 


-ZS_ 


Dates  of 
degrees 


June  1956 


Honors  and  awards:  List  below  all  scholarships,  fellowships,  honorary  degrees,  military  medals,  honorary  society 
memt>erships,  and  any  other  special  recognitions  for  outstanding  service  or  achievement. 


Innocents  Society  (Senior  Honorary),  Univ.  of  Nebraska-Lincoln 

Regents  Scholarship, Univ.  of  Nebraslca-Lincoln 

Distinguished  Service  Award,  Univ.  of  Nebraska-Lincoln 

Distinguished  Service  Award,  Univ.  of  Nebraska-Kearney 


Scarborough  Award,  Graduate  School  of  Banking,  Univ.  of  Colorado-Boulder 
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Memberships:  List  below  all  memberships  and  offices  held  in  professional,  fraternal,  business,  scholarly, 

,  civic,  charitable  and  other  organizations. 

Office  held 
Organiiation  (if  any)  Dates 


See  Attached  List 


Employment  record:  List  below  all  positions  held  since  college,  including  the  title  or  description  of  job,  name  of 
employment,  location  of  work,  and  dates  of  inclusive  employment. 

(1)  U.S.  Navy  -  June  1956  -  January  1960  -  Lt.  Naval  Aviator,  Norfolk,  VA 
and  Pensacola,  FL 

(2)  Minden  Exchange  Bank  &  Trust  Co.,  January  1960  -  October  1961 
Cashier,  Minden,  NE 

(3)  U.S.  Army  -  October  1961  -  October  1962  -  Captain  -  Helicopter  Pilot, 
San  Antonio,  TX  and  Ft.  Leonardwood,  MO 

(4)  Minden  Exchange  Bank  &  Trust  Co.,  October  1962  -  July  1990,  Each  Official 
Position,  Minden,  NE 

(5)  Vice  Chairman  -  Federal  Deposit  Insurance  Corp.,  Washington,  DC,  July  1990 
to  August  1992 

(6)  Acting  Chairman  -  Federal  Deposit  Insurance  Corp.,  Washington,  DC 
August  1992  to  Present 


I 
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'  Memberships 

Banking  Organizations/Activities 

Nebraska  Bankers  Association: 
President  (1984-85) 

NBA  Insurance  &  Services  Co.,  President  (1984-85) 
NBA  Education  and  Marketing  Committee,  Chairman  (1976-77) 
NBA  Government  Relations  Committee,  Chairman  (1981-82) 
NBA  Executive  Council,  Member  (1979-87) 
NBA  Political  Action  Committee,  Member  (1980-87) 

American  Bankers  Association: 

ABA  Leadership  Conference,  Delegate  (1984-85,  1986088) 

ABA  Banking  Advisor  (1985-87) 

ABA  Vice  President,  representing  Nebraska  (1988-90) 

Nebraska  Electronic  Transfer  System,  President  (1982-83) 
Kansas/Nebraska  Schools  of  Banking,  President  (1988-89) 

Civic  Activities 

Minden  Chamber  of  Commerce,  President  (1963) 

South  Platte  United  Chamber  of  Commerce,  President  (1968-69) 
University  of  Nebraska  Alumni  Assoc,  Board  Member  (1978-84) 
University  of  Nebraska  Foundation,  Trustee  (1975-Present) 
University  of  Nebraska  Medical  Center  Board  of  Counselors,  Member 

(1986-90) 
Nebraska  State  College  Board,  Trustee  (1989-90) 
City  of  Minden,  Treasurer  (1962-74) 
City  of  Minden,  Mayor  (1974-82) 

City  of  Minden  Planning  Commission,  Member  (1987-90) 
Nebraska  League  of  Municipalities,  President  (1980-81) 
Nebraska  Conference  United  Methodist  Church  Foundation,  Chairman 

(1986-90) 
Nebraska  Diplomats  -  Nebraska  Department  of  Economic  Development, 

Member  (1972-92) 
United  States  Naval  Academy,  Blue  &  Gold  Recruiting  Officer 

(1983-90) 
Minden  Airport  Authority,  Chairman  (1963-74) 
Ak-Sar-Ben  -  Omaha,  Ambassador  (1974-90) 
American  Legion  Post,  Minden,  Member 
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Government 
experience: 


Published 
writings: 


List  any  experience  in  or  direct  association  with  Federal,  State,  or  local  governments,  in- 
cluding any  advisory,  consultative,  honorary  or  other  part-time  service  or  positions. 

U.S.  Military  Officer:  Blue  &  Gold  Officer  USNA 

City  Treasurer  -  Minden,  NE;  Mayor  -  Minden,  NE 
Chairman  -  Minden  Airport  Authority 
Chairman  -  Planning  Commission,  Minden,  NE 
Trustee  -  Nebraska  State  College  Board 
Vice  Chairman  -  FDIC 
Acting  Chairman  -  FDIC 

List  the  titles,  publishers  and  dates  of  books,  articles,  reports  or  other  published  materials 
you  have  written. 

None 


Political 
affiliations 
and  activities: 


List  all  memberships  and  offices  held  in  and  services  rendered  to  all  political  parties  or 
election  committees  during  the  last  10  years. 


1988  Kearney  County,  Nebraska  Chaimwn  fnr  Kpprp-^e-nr ^r t uc. 
Virginia  Smith 
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Political 

contribut'ons: 


Itemize  all  political  contributions  o<  $500  or  more  to  any  individual,  campaign  organiza- 
tion, political  party,  political  action  committee  or  similar  entity  during  the  last  eight 
years  and  identify  the  specific  amounts,  dates,  and  names  of  the  recipients. 


David  Karnes 

$500.00 

1988 

Kay  Orr 

$500.00 

1990 

Qualifications:  State  fully  your  qualifications  to  serve  in  the  position  to  which  you  have  been  named, 

(attach  the«t) 


Future  employment 

relationships:  1.   Indicate  whether  you  will  sever  all  connections  with  your  present  employer,  business 

firm,  association  or  organization  if  you  are  confirmed  by  the  Senate. 

I  am  currently  associated  with  the  Federal  Deposit  Insurance  Corp. 


2.  As  far  as  can  be  foreseen,  state  whether  you  have  any  plans  after  completing  govern- 
ment service  to  resume  employment,  affiliation  or  practice  with  your  previous  em- 
ployer, business  firm,  association  or  organization. 

None 


3.  Has  anybody  made  you  a  commitment  to  a  job  after  you  leave  government? 

No  

4.  Do  you  expect  to  serve  the  full  term  for  which  you  have  been  appointed? 

Yes 


79-954  0-94-3 
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'  Qualifications 

For  thirty  years,  prior  to  joining  the  FDIC,  I  worked  as  a 
community  banker  in  rural  Nebraska.   I  served  a  large  number  of 
customers  with  a  multiplicity  of  needs.   The  economy  of  the  area 
had  many  ups  and  downs  and  went  through  severe  stress  during  the 
decade  of  the  1980 's.   These  economic  fluctuations  presented  many 
challenges  to  me  and  the  bank  I  was  managing.   I  feel  fortunate 
and  proud  that  I  was  able  to  run  a  profitable  bank  during  this 
time,  and  still  provide  a  high  level  of  service  to  the  community. 

I  have  a  strong  commitment  to  government  and  community 
service,  and  have  been  involved  throughout  my  career  in  an 
assortment  of  civic  activities. 

Since  July  of  1990  I  have  had  the  opportunity  to  serve  as 
Vice-chairman  and  since  August  1992  as  Acting  Chairman  of  the 
Federal  Deposit  Insurance  Corporation.   This  experience  has  given 
me  great  insight  into  the  role  of  a  bank  regulator,  while 
maintaining  a  sensitivity  to  the  problems  that  bankers  encounter. 
I  have  gained  institutional  knowledge  of  the  corporation  that 
will  be  valuable  to  the  FDIC  Board  in  meeting  the  challenges  of 
the  future  such  as,  rebuilding  the  insurance  fund,  downsizing  the 
corporation,  and  returning  the  FDIC  employees  who  are  now  at  RTC 
to  the  FDIC. 

I  am  excited  about  the  possibility  of  continuing  my  service 
at  the  FDIC,  and  if  confirmed,  I  look  forward  to  facing  the  many 
challenges  that  confront  the  FDIC. 
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Potential  conflicts 

of  interest:  1.   Describe  any  financial  arrangements  or  deferred  compensation  agreements  or  other 

continuing  dealings  with  business  associates,  clients  or  customers  who  will  be  af- 
fected by  policies  which  you  will  influence  in  the  position  to  which  you  have  been 
nominated. 


I  have  a  deferred  compensation  plan  from  Minden  Exchange  Bank 

and  Trust  Company  that  will  not  become  effective  until  I  am 

65  (11-9-99). 

List  any  investments,  obligations,  liabilities,  or  other  relationships  which  might  involve 
potential  conflicts  of  interest  with  the  position  to  which  you  have  been  nominated. 


None 


3.  Describe  any  business  relationship,  dealing  or  financial  transaction  (other  than  tax- 
paying)  which  you  have  had  during  the  last  10  years  with  the  .-ederal  Government, 
whether  for  yourself,  on  behalf  of  a  client,  or  acting  as  an  agent,  that  might  in  any 
way  constitute  or  result  in  a  possible  conflict  of  interest  with  the  position  to  which  you 
have  been  nominated. 

None 
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4.  List  any  lobbying  activity  during  the  past  10  years  in  which  you  have  engaged  for  the 
purpose  of  directly  or  indirectly  influencing  the  passage,  defeat  or  modification  of 
any  legislation  at  the  national  level  of  government  or  affecting  the  administration  and 
execution  of  national  law  or  public  policy. 

I  have  lobbied  for  Bcinkinq  Legislation  as  a  men±)er  of  the  American 
Bankers  Association. 


5.  Explain  how  you  will  resolve  any  potential  conflict  of  interest  that  may  be  disclosed  by 
your  responses  to  the  above  items. 

I  have  severed  all  connections  with  the  American  Bankers  Association 

and  all  other  banking  or  thrift  trade  associations. 

Civil,  criminal  and 
investigatory 
actions:  1.   Give  the  full  details  of  any  civil  or  criminal  proceeding  in  which  you  were  a  defendant 

or  any  inquiry  or  investigation  by  a  Federal.  State,  or  local  agency  in  which  you  were 

the  subject  of  the  inquiry  or  investigation. 

I  was  a  defendent  in  a  civil  lawsuit  which  a  former  customer  brought 
against  me  and  the  bank.  She  claimed  I  caused  her  to  lose  her  job. 
The  suit  was  filed  in  Kearney  County  District  Court  in  April  1985  and 
dismissed  in  March  1988.   There  are  also  approximately  twenty-three 

civil  law  suits  in  which  I  am  named  as  a  nominal  defendent  in  my 

official  capacity  as  the  head  of  the  FDIC. 

2.  Give  the  full  details  of  any  proceeding,  inquiry  or  investigation  by  any  professional 
association  including  any  bar  association  in  which  you  were  the  subject  of  the  pro- 
ceeding, inquiry  or  investigation. 

None 
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PREPARED  STATEMENT  OF  ANNE  L.  HALL 
Nominee,  Member  of  the  Board  of  Directors,  FDIC 

Thank  you,  Mr.  Chairman,  and  Members  of  the  ConMnittee.  I  would  like  to  thank 
Senator  Glenn  for  his  kind  introduction.  I  would  especiallv  like  to  thank  the  Senator 
and  his  wife  Annie  for  the  warm  and  supportive  friendship  they  have  shared  with 
my  entire  family  for  many  years. 

Let  me  begin  by  introducing  my  husband,  Judge  John  Connor,  and  my  father, 
Tom  Luken,  whom  most  of  vou  know  as  the  retired  Representative  from  the  First 
District  of  the  Great  State  of  Ohio. 

Mr.  Chairman  and  Members  of  the  Banking  Committee,  I  am  pleased  to  appear 
before  you  to  discuss  my  qualifications  to  be  a  Member  of  the  Board  of  Directors 
of  the  Federal  Deposit  Insurance  Corporation.  For  10  years  I  have  worked  as  Vice 
President  of  Banc  One  Corporation  reporting  directly  to  Chairman  John  McCoy  in 
Columbus,  Ohio.  When  I  returned  to  Ohio  in  1984,  Banc  One  was  not  permitted  to 
operate  outside  of  the  State.  Today,  Banc  One  is  what  is  known  as  a  "super-re- 
gional" bank  operating  in  13  States  with  nearly  50,000  employees  distributed 
throughout  over  80  bank  afiiUates.  During  what  was  surely  one  of  the  American 
banking  industry's  most  turbulent  decades,  Banc  One  has  consistently  ranked  as 
one  of  the  countiVs  most  profitable  and  best-managed  financial  institutions. 

At  Banc  One,  I  serve  as  Vice  President  for  Corporate  Affairs,  developing  policies 
in  response  to  proposed  or  enacted  Federal  and  State  laws  and  regulations.  In  this 
capacity,  I  work  closely  with  the  holding  company's  numerous  operating  depart- 
ments, as  well  as  the  diverse  bank  afTiliates.  Together  we  evaluate  initiatives  and 
develop  our  own  public  positions.  I  am  no  stranger  to  large  organizations — mv  job 
is  to  achieve  respectable  consensus  on  public  policy  within  a  highly-decentralized, 
$80  bUlion  corporation. 

Unlike  the  banking  systems  of  other  developed  nations,  the  United  States  banking 
industry  consists  of  thousands  of  different-sized  banks,  frequently  strongly  wedded 
to  quite  different  viewpoints  on  many  public  policy  issues.  I  have  had  the  privilege 
of  woiking  intimately  with  both  large  tanks  and  small  banks  in  all  aspects  of  gov- 
ernmental, consumer,  and  economic  development  issues.  Both  in  my  professionalca- 
reer  and  in  my  service  as  a  Board  member  of  Ohio's  largest  school  district,  I  have 
developed  an  abiding  respect  for  Government's  obligation  to  balance  diverse  perspec- 
tives and  achieve  common  ground  on  issues  affecting  the  fundamental  health  and 
vitality  of  our  Nation's  industries  and,  most  importantly,  the  economy. 

If  I  nave  an  overriding  philosophy  in  banking  matters,  it  is  that  we  are  stronger 
than  we  often  appear  to  the  public  and  that  America  has  been  well  served  by  the 
diversity  of  its  banking  community.  We  are,  however,  vulnerable,  both  in  perception 
and  reality,  because  oT  relatively  recent  economic  disasters  which  have  movea  like 
waves  across  the  country.  Our  banking  house  has  been  shaken,  but  it  is  stUl  stand- 
ing. Its  cornerstone,  the  Bank  Insurance  Fund,  grows  stronger  every  day,  but  man- 
agement of  the  FDIC  is  understandably  still  stressed.  I  believe  that  my  vantage 
point  as  a  senior  executive  in  an  expanding,  decentralized  holding  company  during 
one  of  the  industry's  most  challenging  decades  has  provided  me  with  insight  and 
judgment,  particularly  regarding  astute  management  and  solid  customer  service, 
that  I  hope  will  prove  beneficial  to  the  FDIC  and  the  Nation's  insured  depositors 
and  borrowers. 

I  would  like  to  express  my  sincere  appreciation  to  this  Committee  and  its  leader- 
ship for  its  efforts  to  bring  an  effective  and  rational  structure  to  the  Federal  regu- 
latory function.  I  strongly  believe  that  we  sorely  need  a  single,  independent  regu- 
lator who  can  act  more  knowledgeably,  more  quickly,  with  enhanced  discretionary 
authority  and  complete  accountability.  This  regulator  will  replace  the  hodgepodge 
regulators  and,  too  often,  hodgepodge  regulations  we  have  confounding  our  industry 
and  confusing  our  consumers. 

As  a  banker,  I  have  no  fear  of  a  single  regulator.  As  have  listened  carefuUy  to 
my  banking  Eissociates  who  hold  the  contrary  view,  it  appears  their  fears  are  more 
concerned  with  the  substance  of  regulations  rather  than  the  structure  itself.  I  be- 
lieve concerns  regarding  proper  and  prudent  evolution  of  the  substance  of  regulation 
should  be  dealt  with  directly  and  openly.  This  never-ending  dialogue  between  the 
regulated  and  the  regulator  is  best  served  with  a  single  agency  embodying  the  col- 
lective wisdom  now  dispersed  throughout  four  bureaucracies. 

K  I  might  take  this  opportunity  to  lobby  you,  as  everyone  else  has  on  the  subject 
of  consobdation,  I  would  only  caution  that  every  protection  possible  be  given  to  the 
preservation  of  both  the  dual  banking  system  and  the  independence  of  the  new,  con- 
solidated agency.  My  personal  preference  is  that  we  include  the  Chairwoman  of  the 
FDIC  as  a  member  oi  the  new  commission  as  to  ensure  that  safety  and  soundness 
priorities  permeate  the  entire  system.  I  also  prefer  that  the  term  of  the  appoint- 
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ments  not  be  tied  to  the  election-year  cycles.  In  addition,  it  is  imperative  that  the 
strength  and  vitality  of  the  State  regulatory  system  be  respected  and  treasured. 

I  trust  that  the  Committee  shares  my  objectives,  if  not  my  specific  remedies. 

In  closing,  I  want  to  thank  this  Committee  for  agreeing  to  hold  this  hearing  so 
shortly  upon  your  return  to  Washington,  and  please  know,  if  it  would  be  of  assist- 
ance, I  am  available  to  meet  individually  with  any  Member  at  their  convenience. 

After  devoting  many  years  to  this  industry  in  the  private  sector,  I  look  forward 
to  serving  in  the  public  sector  as  a  very  active  member  of  the  Board  of  the  FDIC 
as  we  meet  the  challenges  of  the  1990's. 

Again,  I  thank  you  for  this  opportunity  and  I  will  be  pleased  to  answer  any  ques- 
tions you  may  have  this  morning. 


67 


STATEMENT  FOR  COMPLETION  BY  PRESIDENTIAL  NOMINEES 


Name:       HALL 


ANNE 


OAST) 


LUKEN 


Position  to  which 

nominated:  FDIC    BOARD    MF.MRFR 


iflfST)  lOTHU) 

Date  of 
nomination:       11/29/93 


Date  of  birth:        1 3  53       Place  of  birth:    Cincinnati.    Ohio 

(OAn  (MONTH)  (TLUn 

Marital  status:     Married 


Full  name  of  spouse:  John    Alovsiiis    Connor    TT 

Name  and  ages 

of  children:      Colleen   Connor   Williams    -    ?7   yparc!    niH    -    Stepchi  Id 

Erin    Connor    -    ?4    yparg    old    -    Stpprhilrl         


Education: 


Institution 


Honors  College 


Dates 
attended 


St.  Ursula  Acadenry 


Xavier  University 
Ohio  State  University 


c)/f^7  -  ^/m 


9/70  -   6/71 
9/71   -   2/7A 


Degrees 
received 


Dates  of 
degrees 


Entered  Xavier  University 
iirmediately  following  .Tumor 
year  of  high  school. 


Honors  and  awards:   List  below  all  scholarships,  fellowships,  honorary  degrees,  military  medals,  honorary  society 
memberships,  and  any  other  special  recognitions  for  outstanding  service  or  achievement. 

Getzloe  Writing  .Srhnlar  C1972-197A) ; 


AdWeek  Magazine  Marketer  of  the  Year  Cl98r 
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1 

Memberships:  List  below  all  memberships  and  offices  held  in  professional,  fraternal,  business,  scholarly, 

civic,  charitable  and  other  organizations. 

*    SEE   ATTACHJ1E^^:  A 

Office  held 
Orginization  (if  any)  Dates 


I 

t 

I 


Employment  record:  List  below  all  positions  held  since  college,  including  the  title  or  description  of  job,  name  of 
employment,  location  of  work,  and  dates  of  inclusive  employment. 

*  SEE  ATTACHMENT  B 
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ATTACHMENT  A 


MEMBERSHIPS:      List  below  all  memberships  and  offices  held  in  professional,  fraternal,  business, 
scholarly,  civic,  charitable  and  other  organizations. 


ORGANIZATION 


OFFICE  HELD 
(if  any) 


DATES 


Planned  Parenthood  of  Central  Ohio 

Downtown  Columbus,  Inc. 

Boy  Scouts  of  America 

Ohio  Chamber  of  Commerce 

Central  Ohio  NAACP 

American  Bankers  Association 
Government  Relations  Council 

Ohio  Bankers  Association  Political 
Campaign  Committee 

Ohio  Bankers  for  Better  Government 

Ameriflora  '92 

Mid-Ohio  Food  Bank 

Greater  Columbus  Convention  & 
Visitors  Bureau 

Columbus  Public  Schools  Sounding  Board 

United  Way  of  FrankJin  County 

Columbus  Chamber  of  Commerce 
Columbus  Chamber  of  Commerce 
Columbus  Chamber  of  Commerce 
Ohio  Children's  Trust  Fund 


Board  Member 
Board  Member 
Board  Member 
Board  Member 
Board  Member 

Ohio  Representative 


?/85-2/91 

1/91-1/92 

1/93-Present 

8/93-Present 

10/90-10/92 

10/92-Present 


Director  10/92-Present 

Trustee  '  12/92-Present 

Management  Committee  Member     6/89-6/93 

Board  Member  6/86-6/90 


Board  Member 

Board  Member 

Campaign  Cabinet 
Public  Policy  Committee 

Government  Steering 
Committee  Member 


2/85-6/92 
6/86-1/88 
1986-1990 

1/92-1/94 
1/86-1/88 


Downtown  Council  Member 

Development  Committee  Member    6/86-6/91 

Franklin  Countv  Trustee  10/93-Present 
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ATTACHMENT  I 


EMPLOYMENT  RECORD:    List  below  all  positions  held  since  college,  including  the  title  of 

description  of  job,  name  of  employment,  location  of  work,  and  dates  of 
inclusive  employment. 


Banc  One  Corporation 
Columbus.  Ohio 


Vice  President 

Corporate  Affairs  Department 


6/84-Present 


Aiuie  Hall  &  Co.,  Inc. 
Dallas,  Texas 


President 
Consulting  Company 


8/83-6/84 


Warner  Amex  Cable  Communications 
Dallas,  Texas 


Sr.  Vice  President,  Dallas  County 
Franchise  Director 


2/79-8/83 


CM  Media  Inc. 
Cincinnati,  Ohio 


Sales  Representative 


11/77-11/78 


Luken  for  Congress 
Cincinnati,  Ohio 


Fundraiser 


4/76-11/76 


Birch  Bayh  for  President 
New  York,  New  York 


Fundraiser 


1/76-4/76 


City  National  Bank 
100  E.  Broad  Street 
Columbus,  Ohio    43271 


Management  Trainee 


1/75-12/75 


Ohioans  for  Gilligan 
Columbus,  Ohio 


Fundraiser 


2/74-11/74 
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Government    ' 
experience: 


List  any  experience  in  or  direct  association  with  Federal.  State,  or  local  governments,  in- 
cluding any  advisory,  consultative,  honorary  or  other  part-time  service  or  positions. 

Member,  Columbus  Board  of  Education,  (1/88-1/92) 


Campaign  Chair,  Columbus  Municipal  Bond  Issues,  (1985) 
Member,  Dallas  Cable  Television  Advisory  Board,  (1982-I98A) 


Published 
writings: 


List  the  titles,  publishers  and  dates  of  books,  articles,  reports  or  other  published  materials 
you  have  written. 

NONE 


Political 
affiliations 
and  activities: 


List  all  memberships  and  offices  held  in  and  services  rendered  to  all  political  parties  or 
election  committees  during  the  last  10  years. 

Vice  Chair,  Franklin  Councv  Republican  Capirni  Tpariprghip  riuh  (19Q1-Prp.qpr- 

Co-Chair,  Franklin  County  Republican  Candidate  Search  and 

Development  Committee  (1993) 

Treasurer,  Citizens  for  Connor  (1992-Present) 

Franklin  County  Republican  Party  Finance  Committee  Member  (1990- Present) 

Governor's  Committee  Finance  Chair  (1986)        
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Political 

contributions:  Itemize  all  oolitical  contributions  of  S500  or  more  to  any  individual,  campaign  organiza- 

tion, political  party,  political  action  committee  or  similar  entity  during  the  last  eight 
years  and  identify  the  specific  amounts,  dates,  and  names  of  the  recipients. 


10/28/92  Citizens  for  Connor  Sll,316.Afl 

9/16/92  Citizens  for  Connor  S  '>,?fin.m 

9/15/92  Citizens  for  Cnnnnr  •^  T  ^nn  nn 

8/28/92  Citizens  for  Connor  .<;  3  nCY)  nn 

6/25/92  Citizens  for  Connor  $  2.770  23 

Recipient:  John  A.  Connor  (Soouse) 

Qualifications:  State  fully  your  qualifications  to  serve  in  the  position  to  which  you  have  been  named. 

(anacM  sheet) 

SEE  ATTACHMENT  C 

Future  employment 

relationships:  1.   Indicate  whether  you  will  sever  all  connections  with  your  present  employer,  business 

firm,  association  or  organization  if  you  are  confirmed  by  the  Senate. 

Yes 


2.  As  far  as  can  be  foreseen,  state  whether  you  have  any  plans  after  completing  govern- 
ment service  to  resume  employment,  affiliation  or  practice  with  your  previous  em- 
ployer, business  firm,  association  or  organization. 

No 


3.  Has  anybody  made  you  a  commitment  to  a  job  after  you  leave  government? 
No 

4.  Do  you  expect  to  serve  the  full  term  for  which  you  have  been  appointed? 
Yes 
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ATTACHMENT  C 


Since  1984  I  have  served  as  a  direct  report  to  the  Chairman  of  Banc  One  Corporation  as  it 
grew  from  a  holding  company  confined  to  the  State  of  Ohio  to  a  "super-regional  bank" 
operating  in  fourteen  states  including  the  acquisition  of  M  Corp.  of  Texas  from  the  FDIC. 
Banc  One  Corporation  is  consistently  ranked  as  one  of  the  country's  most  profitable  and  well- 
managed  financial  institutions. 

My  principal  function  is  the  development  of  positions  and  policies  in  response  to  proposed  or 
enacted  federal  and  state  legislation  and  regulation.  I  work  closely  with  a  large  number  of 
operating  departments  in  our  various  and  often  dissimilar  affiliates  to  evaluate  the  impact  of 
government  proposals  and  actions.  Policy  and  position  development  follows  these 
examinations  and  consultation  with  the  Chairman  and  the  affiliate  CEOs. 

I  have  had  the  privilege  of  working  intimately  with  large  banks  and  small  banks  in  all  aspects 
of  government  relations.  I  have  developed  an  abiding  respect  for  legislators  and  regulators  as 
well  as  bank  CEOs  as  they  formulate  positions  and  proposals  regarding  the  health  and  vitality 
of  both  the  industry  and  the  economy. 

My  vantage  point  as  a  senior  executive  from  an  expanding,  decentralized  holding  company 
during  one  of  the  industry's  most  turbulent  decades  has  provided  me  perspective  and  judgment 
which  I  hope  will  be  deemed  beneficial  to  the  FDIC,  the  depositors  and  the  taxpayers  moving 
forward. 


79-954  0-94-4 
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Potential  con/licts 
of  interest: 


1.  Describe  any  financial  arrangements  or  deferred  compensation  agreements  or  other 
continuing  dealings  with  business  associates,  clients  or  customers  who  will  be  af- 
fected by  policies  which  you  will  influence  in  the  position  to  which  you  have  been 
nominated. 

Remain  a  parcicipant   in  thp  Ranr  Ohp  Corp.    Bpn•romo^^  Plan.     No  lump 
sum  distribution  available. 


2.    List  any  investments,  obligations,  liabilities,  or  other  relationships  which  might  involve 
potential  conflicts  of  interest  with  the  position  to  which  you  have  been  nominated. 


See  attached  Ethics  Agreement  pages  D1-D2. 


Descritje  any  business  relationship,  dealing  or  financial  transaction  (other  than  tax- 
paying)  which  you  have  had  during  the  last  10  years  with  the  .-ederal  Government. 
whether  for  yourself,  on  behalf  of  a  client,  or  acting  as  an  agent,  that  might  in  any 
way  constitute  or  result  in  a  possible  conflict  of  interest  with  the  position  to  which  you 
have  been  nominated. 


N'ONE. 
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ETHICS  AGREEMENT 

I,  Anne  L.  Hall,  Presidential  nominee  to  the  position  of  Member  of  the  Board  of 
Directors  of  the  Federal  Deposit  Insurance  Corporation,  hereby  agree  that,  should  my 
nomination  to  that  position  be  confmned  by  the  United  States  Senate  and  I  be  issued  a 
Presidential  commission,  I  will  take  the  following  actions  with  respect  to  my  fmancial 
interests  and  obligations,  in  order  to  avoid  any  actions  as  a  member  of  the  Board  of 
Directors  which  might  result  in  or  create  the  appearance  of  a  conflict  of  interest  or  loss 
of  impartiality: 

1 .  Before  entering  upon  my  duties  as  a  Member  of  the  Board  of  Directors, 
I  will  - 

a.  divest  myself  of  ownership  of  shares  of  the  common  stock  of  Banc 
One  Corporation,  Columbus,  Ohio;  and  ownership  of  bonds  of  Chase  Manhattan 
Corporation,  New  York,  New  York  and  Ford  Motor  Credit  Company,  Dearborn, 
Michigan; 

b.  resign  my  position  with  Banc  One  Corporation;  and 

c.  transfer  my  40 IK  Banc  One  Stock  Fund  into  an  IRA  account,  the 
underlying  assets  of  which  will  be  made  up  of  assets  other  than  depository  institution  or 
depository  institution  holding  company  stock. 

2.  I  will  resign  my  positions  as  director,  officer,  or  trustee  of  Boy  Scouts  of 
America;  Ohio  Chamber  of  Commerce;  Ohio  Children's  Trust  Fund;  .Ajnerican  Bankers 
Association,  Government  Relations  Council;  Ohio  Bankers  Political  Campaign 
Comminee;  and  Ohio  Bankers  for  Better  Government.  Further,  for  one  year  following 
my  resignation  from  these  organizations  I  will  recuse  myself  from  participating  in  matters 
in  which  one  of  these  organizations  is  or  represents  a  parry  unless  authorized  by  the 
FDIC's  Designated  Agency  Ethics  Official,  or  Alternate  Designated  Agency  Ethics 
Official. 

3.  During  my  tenure  as  a  member  of  the  Board  of  Directors,  I  will  recuse 
myself  from  panicipating  in  any  particular  matter  which  could  have  a  direct  and 
predictable  impact  upon  Banc  One  Corporation,  Columbus,  Ohio,  or  its  affiliates,  except 
to  the  extent  that  such  matters  have  been  waived  as  provided  in  18  U.S.C.  §  208  (b)  (1). 

4.  During  my  tenure  as  a  member  of  the  Board  of  Directors,  I  v.i\\  recuse 
myself  from  panicipating  in  decisions  or  actions  having  specific  impact  on  anv  FDIC- 
insured  depository  instimtion  from  which  1  or  my  spouse  have  an  extension  of  credit. 

5.  During  my  tenure  as  a  member  of  the  Board  of  Directors,  I  will  recuse 
myself  from  panicipating  in  decisions  or  actions  which  could  have  a  direct  and 
predictable  impact  on  National  Home  Life  Assurance  Co.,  Valley  Forge,  Pennsylvaiua 
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(with  which  I  have  an  annuity  policy);  Capital  Holding  Corporation,  which  owns  First 
Deposit  Corporation,  San  Francisco,  California,  a  depository  institution  holding  company; 
and  First  Deposit  National  Bank,  Tilton,  New  Hampshire,  the  latter  three  of  which  are 
affiliates  of  National  Home  Life  Assurance  Co. 

6.  During  my  tenure  I  will  recuse  myself  from  participating  in  any  decisions 
or  actions  which  could  have  a  direct  and  predictable  impact  on  the  financial  interests  of 
myself  or  my  spouse. 

7.  I  further  agree  that  I  will  recuse  myself  from  participating  in  any  decisions 
or  actions,  including  general  rule  making  policy  formulation  which  could  impact  on  the 
universe  of  FDIC-insxu'ed  depository  institutions  until  my  spouse,  who  has  agreed  to  do 
so,  divests  his  ownership  in  the  common  stock  of  Banc  One  Corporation,  Columbus, 
Ohio,  and  Railroadmen's  Federal  Savings  and  Loan  Association  of  Indianapolis,  Indiana. 


IN  WITNESS  WHEREOF,  I  have  hereunto 
subscribed  my  name  in  the  citv  or"  Columbus,  Ohio, 
this  ^^     day  of'T^^xT.    "      ,  19^5.. 


Subscribed  to  and  sworn  before  me  on  this^*^-    dav  of    /7 ^^.^^^^^^j       19  'f -^ 

I 

Notary  ^blic     *v ^ 

My  Commission  expires: II 
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4.  List  any  lobbying  activity  during  the  past  10  years  in  which  you  have  engaged  for  the 
purpose  of  directly  or  indirectly  influencing  the  passage,  defeat  or  modification  of 
any  legislation  at  the  national  level  of  government  or  affecting  the  administration  and 
execution  of  national  law  or  public  policy. 


I  lobbied  local.  sl:at:e  and  fpHpr^i  governments  on  hphalf 
of  Banc  One  Corp..  The  Ohio  Bankers  A.'^sociar  i  on  ^n<^ 
The  American  Bankers  Association. 


5.   E;cplain  how  you  will  resolve  any  potential  conflict  of  interest  that  may  be  disclosed  by 
your  responses  to  the  above  items. 

I  will  disassociate  myself  from  all  banking  institutions 


or  associations. 


Civil,  cpiminal  and 
investigatory 
actions: 


1.  Give  the  full  details  of  any  civil  or  criminal  proceeding  in  which  y^u  were  a  defendant 
or  any  inquiry  or  investigation  by  a  Federal,  State,  or  local  agency  in  which  you  were 
the  subject  of  the  inquiry  or  investigation. 

None  save  as  a  member  of  the  Columbus  Citv  Srhnnl.g 

Board  of  Education. 


2.  Give  the  full  details  of  any  proceeding,  inquiry  or  investigation  by  any  professional 
association  including  any  bar  association  m  which  you  were  the  subject  of  the  pro- 
ceeding, inquiry  or  investigation. 


None  . 
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RESPONSE  TO  WhlTTEN  QUESTIONS  OF  SENATOR  RIEGLE 
FROM  RICKI  RHODARMER  TIGERT 

Condition  of  the  Industry 

Q.l.  S&L  Debacle:  We  are  just  coming  out  of  a  period  in  which  de- 
posit insurance  losses  at  thrifts  will  end  up  costing  taxpayers  $120 
billion  to  $140  billion,  while  the  reserve  balance  in  the  Bank  Insur- 
ance Fund  fell  from  more  than  $18  billion  to  a  deficit  of  $7  billion. 
What  have  you  learned  from  these  experiences  that  will  help  en- 
sure they  will  not  be  repeated? 

A.1.  As  I  stated  during  my  confirmation  hearing,  the  credibility  of 
the  U.S.  banking  system  is  essential.  This  means  strong  banks  and 
healthy  deposit  insurance  funds.  Safety  and  soundness  of  the  bank- 
ing system  is  essential  to  these  goals,  and  the  independence  of  the 
FDIC  is  critical  to  safety  and  soundness.  The  regulatory  process  for 
savings  and  loans  was  not  sufficiently  independent  to  protect  the 
safety  and  soundness  of  thrift  institutions.  I  have  spent  7  years 
previously  at  an  independent  agency  and  understand  and  believe 
in  the  importance  of  the  credibility  and  independence  of  the  regu- 
latory process.  Although  many  factors  contributed  to  the  S&L  deba- 
cle, lax  supervision  and  politicization  of  the  regulatory  process 
played  prominent  roles.  As  I  stated  during  my  confirmation  hear- 
ing, the  lessons  of  the  past  8  years  should  not  be  lost.  In  addition, 
the  risks  to  banks  must  be  catalogued  and  regularly  monitored.  We 
must  improve  our  ability  to  predict  and  to  minimize  potential 
losses  to  the  deposit  insurance  funds.  In  this  way  the  insurance 
funds  for  banks  and  thrift  institutions  can  be  strengthened  and 
protected. 

Q.2a.  Outlook  for  the  Banking  and  Thrift  Industries:  Banks  made 
record  profits  last  year.  They  made  even  higher  profits  in  the  first 
quarter  this  year.  Yet  a  year  ago,  analysts  were  concerned  about 
the  outlook  for  the  industry.  How  do  you  see  the  outlook  for  the 
banking  industry?  Do  you  believe  that  the  United  States  is 
"overbanked"?  Do  you  share  the  concern  that  banking  is  in  long- 
term  decline,  losing  market  share  to  mutual  funds,  commercial 
lending  companies,  and  commercial  paper  markets? 

A.2a.  Banks  have  had  record  profits  for  eight  straight  quarters  and 
currently  have  the  highest  capital  levels  in  30  years.  These  are 
very  positive  signs.  They  can  be  attributed  to  improved  asset  qual- 
ity and  favorable  interest  rate  spreads.  Bank  failures  were  also  at 
an  11-year  low  last  year.  Banks  are  currently  in  a  strong  position 
to  contribute  to  continued  economic  growth. 

The  consolidations  in  the  banking  industry  have  reduced  the 
number  of  banks  nationwide  to  just  over  11,000,  but  the  overall 
number  of  banking  offices  has  continued  to  increase.  The  question 
of  "overbanking"  is  very  much  relative.  Some  communities  have  ac- 
cess to  ample  banking  services,  while  others  are  still  waiting  to  be 
full  participants  in  the  economic  recovery.  We  need  to  find  better 
ways  of  helping  all  communities  to  have  full  access  to  banking 
services. 

I  believe  we  need  to  examine  fully  all  the  factors  that  have  con- 
tributed to  the  decline  in  the  banking  industry's  share  of  financial 
sector  assets  from  40  percent  in  1974  to  25  percent  in   1993.  If  I 
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am  confirmed,  I  will  initiate  a  study  of  the  reasons  for  the  loss  of 
market  share. 

Q.2b.  What  are  your  views  on  the  prospects  of  the  thrift  industry? 
A.2b.  Aggregate  thrift  industry  assets  now  amount  to  just  over  a 
trillion  dollars,  although  that  represents  a  decline  of  some  $600  bil- 
lion in  the  past  5  or  6  years.  The  thrift  industry  has  experienced 
eight  straight  quarters  of  record  earnings,  and  in  the  first  three 
quarters  of  1993,  95  percent  of  savings  institutions  earned  money. 
In  addition,  the  more  stringent  capital  standards  in  FDICIA  are 
met  by  approximately  90  percent  of  thrift  institutions.  Therefore, 
the  industry's  immediate  prospects  appear  favorable.  In  the  longer 
term,  the  burdens  associated  with  recapitalizing  the  SAIF  and  pay- 
ing interest  on  the  FICO  bonds  until  maturity  in  2019  may  place 
the  thrift  industry  at  a  substantial  competitive  disadvantage.  (I 
have  responded  to  this  latter  issue  in  more  detail  in  Question  3.) 

Q.3a.  Condition  of  BIF  and  SAIF:  Both  banks  and  thrifts  are  re- 
porting record  earnings,  but  their  respective  deposit  insurance 
funds  are  still  well  short  of  the  1.25  percent  designated  reserve 
ratio.  How  soon  do  you  believe  that  ratio  can  be  achieved  at  the 
BIF  and  the  SAIF? 

A.3a.  The  BIF  currently  has  a  balance  of  approximately  $13  billion. 
At  current  levels  of  insured  deposits  the  BIF  will  reach  the  1.25 
percent  designated  reserve  level  when  it  has  a  balance  of  about  $25 
billion.  As  of  September  30,  1993,  the  BIF  reserve  ratio  was  0.56 
percent.  The  FDIC  currently  projects  the  BIF  to  achieve  the  1.25 
percent  designated  reserve  ratio  by  year-end  1996.  The  SAIF  has 
a  current  balance  of  $1  billion  and  would  require  a  balance  of  near- 
ly $9  billion  at  current  insured  deposit  levels  to  reach  the  1.25  des- 
ignated reserve  level.  It  is  not  expected  to  recapitalize  until  after 
the  year  2000;  as  of  September  30,  1993,  its  reserve  ratio  was  only 
0.12  percent. 

Q.3b.  Do  you  anticipate  that  any  Treasury  funds  will  be  needed  to 
assist  the  SAIF? 

A.3b.  The  answer  to  that  question  depends  upon  the  health  of  the 
thrift  industry,  which  is  currently  good.  The  SAIF  does  not,  how- 
ever, have  a  large  cushion  to  support  it  if  economic  conditions 
change,  or  if  a  single  large  institution  fails.  A  differential  between 
BIF  and  SAIF  premiums  will  in  all  likelihood  result  from  the 
SAIF's  need  to  pay  interest  on  the  FICO  obligations  at  the  rate  of 
almost  $800  million  a  year  until  the  year  2019,  while  the  BIF  is 
expected  to  be  recapitalized  within  the  next  2  years.  This  is  a  com- 
plex issue,  and  I  would  be  happy  to  work  with  the  Congress  in  try- 
ing to  resolve  it.  The  answer  to  the  question  also  depends  upon  a 
judgment  that  the  Congress  may  ultimately  have  to  make  about 
the  continued  competitiveness  of  thrift  institutions  in  the  face  of  a 
premium  differential  between  the  BIF  and  the  SAIF. 

Q.3c.  Do  you  believe  it  makes  sense  to  merge  the  bank  and  thrift 
insurance  funds?  How  could  that  be  done  safely  and  fairly? 
A.3c.  Merging  the  BIF  and  the  SAIF  is  an  issue  that  only  the  Con- 
gress can  ultimately  resolve.  This  option  would  require  a  great  deal 
of  public  discussion  and  debate,  because  it  would  place  new  finan- 
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cial  burdens  on  banks  and  could  impair  their  ability  to  provide 
credit  domestically,  and  to  compete  here  and  abroad. 

Premiums 

Q.4.  Do  you  think  the  premiums  currently  being  paid  by  the  banks 
and  the  thrifts  are  about  right  or  should  they  be  raised  or  lowered? 
A.4.  Deposit  insurance  premiums  are  at  historically  high  levels  in 
order  to  recapitalize  the  insurance  funds  at  the  statutorily  pre- 
scribed level  of  1.25  percent  of  insured  deposits.  In  addition,  the  in- 
surance premiums  of  SAIF  members  are  also  being  used  to  fund  in- 
terest payments  due  on  FICO  bonds,  which  will  not  mature  for  25 
years.  For  this  reason,  the  BIF  is  expected  to  recapitalize  in  a  sig- 
nificantly shorter  time  than  the  SAIF.  Until  the  deposit  insurance 
funds  are  recapitalized,  there  would  appear  to  be  no  reason  to 
change  the  premium  rates.  In  addition,  there  are  statutorily  pre- 
scribed minimum  average  premium  rates  for  both  BIF-  and  SAIF- 
members.  After  each  deposit  insurance  fund  has  been  recapitalized, 
premiums  are  expected  to  decline. 

Deposit  Insurance 

Q.5.  What  changes,  if  any,  do  you  believe  should  be  made  to  our 
current  deposit  insurance  system?  For  example,  do  you  believe  that 
the  $100,000  should  be  lowered?  How  can  more  market  discipline 
be  imposed  on  the  banking  system? 

A.5.  The  credibility  of  the  banking  system  is  essential  to  its  effec- 
tive ftinctioning  in  the  marketplace.  Given  the  difficulties  of  the 
past  8  years,  we  need  a  period  of  stability  for  full  confidence  in  the 
system  to  be  restored.  Therefore  I  do  not  believe  that  now  is  the 
time  to  consider  lowering  the  level  of  insurance  on  individual  de- 
posits. Over  the  medium  term,  we  should  study  carefully  whether 
market  discipline  can  be  better  maintained  with  a  lower  insurance 
level  for  individual  deposits. 

Too  Big  to  Fail 

Q.6.  Do  you  think  that  the  "Too  Big  to  Fail"  doctrine  has  been  ade- 
quately addressed  in  FDICIA  or  do  you  believe  that  even  under  the 
current  law  there  may  still  be  instances  where  institutions  are  too 
big  to  be  allowed  to  fail,  and  if  you  do  what  additional  steps  need 
to  De  taken? 

A.6.  In  FDICIA  the  Congress  imposed  stricter  standards  for  deal- 
ing with  failing  institutions,  while  leaving  a  small  window  for  re- 
sponding to  matters  of  systemic  risk.  I  think  it  is  essential  to  main- 
tain that  balance  in  order  to  assure  stability  in  the  financial  mar- 
kets. The  preeminent  goal  must  be  maintaining  the  confidence  of 
the  public  in  the  banking  system. 

Core  Bank  Proposal 

Q.7.  What  is  your  reaction  to  various  core  bank  proposals  which 
would  restrict  or  eliminate  deposit  insurance  in  return  for  allowing 
banks  to  engage  in  additional  activities? 

A.7.  As  I  have  stated,  our  foremost  goal  must  be  the  credibility  of 
the  banking  system.  Given  the  difficulties  of  the  past  8  years,  we 
must  make  certain  that  the  confidence  of  the  public  in  the  banking 
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system  is  fully  restored  and  that  no  confusion  could  result  with  re- 
spect to  what  is  insured  and  what  is  not  insured.  I  would  want  to 
give  careful  consideration  to  these  issues  and  to  the  safety  and 
soundness  implications  of  any  such  proposal  before  reaching  a  firm 
conclusion. 

Geographic  Expansion  and  New  Powers 

Q.8a.  What  are  your  views  on:  Interstate  Banking? 

A.8a.  From  my  perspective  the  first  question  that  we  must  ask 
with  respect  to  any  issue  of  new  authority  for  banks  is  what  are 
the  implications  for  the  safety  and  soundness  of  the  banking  sys- 
tem. We  have  interstate  banking  now — with  respect  to  acceptance 
of  deposits — in  49  States  and  the  District  of  Columbia.  Loans  have 
been  made  for  years  on  an  interstate  basis  through  loan  production 
offices.  These  activities,  by  virtue  of  crossing  State  lines,  have  not 
raised  particular  safety  and  soundness  issues. 

In  contrast,  I  am  concerned  that  by  continuing  to  require  banks 
to  establish  separate  subsidiaries  in  each  State  we  are  encouraging 
them  to  segregate  assets  geographically.  In  looking  at  the  problems 
of  the  past  8  years  there  is  clear  evidence  that  the  failure  of  banks 
to  diversify  adequately  their  assets  contributed  to  the  high  levels 
of  problem  loans  when  economic  downturns  occurred  in  particular 
industries  or  geographic  areas.  The  costs  to  the  banks  and  to  the 
system  were  great. 

In  addition,  there  are  other  costs  to  the  current  structure.  Banks 
are  required  to  segregate  capital  in  separate  subsidiaries  in  each 
State  and  to  have  duplicative  administrative  structures.  All  of 
these  things  have  costs  and  reduce  the  funds  banks  have  available 
to  fuel  economic  growth. 

Therefore,  it  seems  to  me  that  permitting  banks  to  branch  inter- 
state is  a  good  idea  both  from  the  perspective  of  safety  and  sound- 
ness and  a  cost-benefit  analysis. 

I  realize  there  are  various  proposals  before  the  Congress  to  ad- 
dress these  issues.  It  may  make  sense  as  a  first  step  to  permit 
those  banks  that  currently  have  an  interstate  structure  to  be  able 
to  convert  it  to  an  interstate  branch  network  and  to  leave  the  issue 
of  de  novo  branching  for  either  another  time  or  later  implementa- 
tion. 

It  is  important  to  acknowledge  here  the  important  role  that  the 
dual  banking  system  has  played.  Indeed  the  advance  toward  inter- 
state deposit  taking  in  49  States  came  as  a  result  of  actions  taken 
by  the  States.  They  have  often  been  the  proving  ground  for  innova- 
tion. It  is,  therefore,  important  to  continue  the  role  the  States  have 
played  on  issues  of  changes  in  the  structure  of  banking  services. 

Q.8b.  What  are  your  views  on:  New  Powers — Glass-Steagall  and 
Insurance? 

A.8b.  As  I  have  stated,  with  respect  to  any  issue  involving  new 
powers  for  banks  the  first  question  that  I  would  ask  is  what  impact 
is  the  activity  likely  to  have  on  the  safety  and  soundness  of  a  bank. 
The  credibility  of  the  banking  system  requires  that  Americans  have 
every  confidence  that  banks  are  operated  in  a  safe  and  sound  man- 
ner. In  analyzing  that  issue  we  should  look  to  all  available  infor- 
mation.  We    should   ask   in   what   way   the   usual   risks   are   pre- 
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sented — credit  risk,  market  risk,  operational  risk,  and  legal  risk — 
and  whether  there  are  new  risks  that  need  to  be  considered.  These 
risks — if  thev  can  be  effectively  monitored  and  limited  to  protect 
the  bank — snould  be  balanced  against  any  issues  of  competition 
both  from  other  financial  service  providers  inside  the  United  States 
and  outside  the  United  States.  The  analysis  involves  a  delicate  bal- 
ancing of  all  relevant  concerns.  In  my  view,  we  should  not  be  stam- 
peded in  any  direction  by  the  fads  of  the  moment.  I  will  hope  to 
assist  the  Congress  on  these  issues  from  the  perspective  of  safety 
and  soundness  and  competitiveness,  although  Congress  is  ulti- 
mately in  a  better  position  to  strike  the  appropriate  balance. 

With  respect  to  the  restrictions  the  Glass-Steagall  Act  places  on 
the  ability  of  commercial  banks  to  engage  directly  in  securities  ac- 
tivities and  to  affiliate  with  organizations  that  engage  in  securities 
activities,  these  limitations  have  been  modified  in  recent  years, 
largely  through  the  courts  and  Administrative  rulings.  It  would  be 
necessary  to  review  carefully  any  legislative  proposals  to  lower  fur- 
ther Glass-Steagall  restrictions  in  order  to  determine  whether  is- 
sues of  safety  and  soundness  have  been  adequately  addressed. 

We  have  had  experience  with  banks  having  the  authority  to  sell 
insurance  products.  Banks  have  been  engaging  in  the  sale  of  insur- 
ance through  agency  and  brokerage  activities  for  a  number  of  years 
and  to  my  mind  there  is  no  evidence  that  such  sales  present  par- 
ticular risks  or  issues  involving  safety  and  soundness  of  the  institu- 
tions. In  sales  there  is  not  the  usual  range  of  risks  that  one  would 
consider,  or,  if  they  do  exist,  they  are  quite  small.  Therefore,  the 
focus  must  be  on  whether  consumers  are  adequately  protected 
through  disclosure  and  other  means.  In  addition,  there  are  issues 
of  competitiveness  which  the  Congress  may  best  be  able  to  resolve. 
Agency  and  brokerage  activities,  however,  should  be  distinguished 
from  underwriting  activities,  which  entail  greater  safety  and 
soundness  concerns.  While  not  all  types  of  insurance  underwriting 
raise  the  same  levels  of  concerns,  this  issue  was  largely  foreclosed 
by  the  Congress  in  FDICIA. 

Q.8c.  What  are  your  views  on:  The  Separation  of  Commerce  and 
Banking? 

A.8c.  Any  new  authority  for  banks,  or  companies  that  own  banks, 
must  be  viewed  from  the  perspective  of  wnether  issues  of  safety 
and  soundness  are  raised.  Only  when  we  have  satisfactory  answers 
to  that  question  can  we  look  to  see  what  new  authority  is  appro- 
priate. I  believe  we  must  evaluate  whether  banks  can  safely  ex- 
pand into  new  types  of  financial  services,  before  asking  the  further 
question  of  whether  banks  should  be  able  to  engage  in  manufactur- 
ing or  other  kinds  of  commercial  enterprises.  In  general,  I  continue 
to  favor  the  separation  of  banking  and  commerce. 

Q.9.  Extending  Bank  Regulation  to  Bank  Competitors:  A  number  of 
commentators  including  the  Southern  Finance  Project  recently  rec- 
ommended that,  to  end  banks'  competitive  disadvantage,  competi- 
tors should  be  made  subject  to  the  same  safety  and  soandness  and 
consumer-protection  laws  and  regulations  as  banks.  Do  you  agree? 
A.9.  Banks  have  historically  been  viewed  as  special  because  they 
have  traditionally  been  the  custodians  of  America's  savings.  The 
regulatory  structure  surrounding  banks  is  intended  to  protect  the 
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access  banks  have  to  the  deposit  insuraince  fund  and  the  payments 
system.  Considerable  study  would  be  necessary  to  determine 
whether  there  are  circumstances  which  would  call  for  applying  this 
regulatory  structure  to  other  kinds  of  entities.  In  contrast,  some 
regulation  has  another  purpose  and  is  designed  to  promote  fair  ac- 
cess to  bank  services  and  to  protect  consumers,  and  should  be  ex- 
amined from  that  perspective. 

Q.IO.  RTC  Transfer:  The  RTC/FDIC  transition  has  been  placed  on 
hold  until  the  FDIC  and  RTC  top  officers  are  in  place.  How  do  you 
see  the  transition — its  priorities,  difficulties  and  opportunities?  To 
what  extent  do  you  see  the  transition  as  a  way  to  integrate  lessons 
learned  from  both  agencies — techniques,  information  systems,  etc.? 
Are  you  satisfied  with  the  FDIC's  preparations  for  the  transfer  of 
RTC  functions  in  October  of  this  year?  If  not,  what  changes  will 
you  make?  In  work  for  this  Committee,  GAO  has  been  critical  of 
the  RTC's  handling  of  its  asset  management  and  disposal  respon- 
sibilities. Do  you  plan  to  make  any  changes  in  this  area? 
A.10.  As  you  know,  the  transition  was  postponed  by  enactment  of 
the  RTC  Completion  Act,  which  extended  the  period  of  time  for 
which  RTC  retains  its  responsibilities  to  1995.  If  I  am  confirmed, 
I  will  put  an  FDIC  team  in  place  to  study  and  develop  rec- 
ommendations on  transition  issues  and  to  work  with  the  FDIC/RTC 
Task  Force  mandated  by  the  Congress  to  assure  the  smooth  inte- 
gration of  the  RTC's  functions  and  staff  into  the  FDIC. 

As  part  of  the  transition  planning  process,  the  RTC's  asset  dis- 
position policies  will  be  carefully  reviewed  and  compared  with  the 
FDIC's.  The  staff  can  be  expected  to  make  recommendations  to  the 
FDIC's  board  of  directors  on  which  RTC  asset  disposition  strategies 
should  be  adopted.  GAO  concerns  will  certainly  be  considered  as  a 
part  of  that  review. 

Q.ll.  Affordable  Housing:  How  do  you  intend  to  carry  out  the  af- 
fordable housing  requirements  for  the  FDIC  that  were  put  into  law 
in  the  RTC  funding  legislation  in  1993  and  in  FDICIA  in  1991? 
A.11.  I  strongly  support  the  affordable  housing  program  and,  if 
confirmed,  I  will  make  certain  the  provisions  of  the  law  are  fully 
implemented.  I  was  gratified  to  learn  that  since  the  implementa- 
tion of  the  FDIC's  affordable  housing  program  in  March  1992,  over 
2,000  housing  units  have  been  sold  to  very-low,  low-,  and  moderate- 
income  households,  non-profit  organizations,  public  agencies  and 
existing  tenants.  During  calendar  year  1993,  over  1,300  affordable 
housing  units  were  sold  through  the  program. 

I  would  like  to  see  the  program  expanded  further  in  the  coming 
year  and  thereafter.  Unfortunately,  only  a  portion  of  the  authoriza- 
tions for  this  program  have  been  appropriated.  The  current  limited 
funding  for  the  program  is  a  continuing  problem  that  I  hope  the 
Congress  can  resolve. 

The  Resolution  Trust  Corporation  Completion  Act  of  1993,  en- 
acted on  December  17,  1993,  requires  the  FDIC  and  RTC  to  begin 
unifying  their  affordable  housing  programs  during  fiscal  year  1994. 
As  I  understand  it,  the  agencies  have  already  agreed  on  the  basic 
terms  of  a  unification  plan.  The  programs  are  required  to  be  con- 
solidated under  the  FDIC  by  October  1,  1995. 
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Q.12.  Asset  Disposition  I RTC I FDIC:  The  RTC  currently  has  $68 
billion  in  assets  from  failed  thrifts  and  will  acquire  more  from 
whatever  failures  occur  over  the  next  year  and  a  half.  Any  assets 
remaining,  presumably  the  least  desirable  ones,  will  become  the  re- 
sponsibility of  the  FDIC  at  the  end  of  1996,  which  already  has  $32 
billion  in  assets  from  failed  banks.  How  do  you  plan  to  dispose  of 
these  assets?  What  is  your  evaluation  of  the  RTC's  securitization 
program  thus  far?  What  is  your  preference  with  respect  to  bulk 
sales  as  opposed  to  individual  sales? 

A.12.  The  Resolution  Trust  Corporation  Completion  Act  of  1993 
provides  that  the  remaining  RTC  assets  will  be  absorbed  by  the 
FDIC  at  the  end  of  1995.  Under  current  RTC  projections  its  asset 
portfolio  will  be  reduced  to  approximately  $5  billion  by  year-end 
1995,  exclusive  of  any  unforeseen  extraordinary  thrift  failures.  At 
present  the  FDIC  holds  $28  billion  in  assets  with  projections  that 
it  will  have  assets  of  approximately  $19  billion  at  year-end  1994, 
again  excluding  any  unforeseen  extraordinary  bank  failures.  The 
absorption  of  residual  RTC  assets  upon  the  dissolution  of  the  RTC 
should  therefore  not  place  a  significant  burden  on  FDIC  resources. 

As  I  understand  it,  the  FDIC's  Division  of  Depositor  and  Asset 
Services  has  been  undergoing  a  reorganization  during  the  past  year 
in  an  effort  to  improve  its  responsiveness  to  persons  affected  by 
bank  failures  and  to  increase  its  efficiency  in  assuring  maximum 
recoveries  to  the  Bank  Insurance  Fund  on  acquired  assets.  In  the 
current  environment  of  improving  bank  performance  and  a  shrink- 
ing asset  liquidation  base,  the  division  has  also  been  downsizing  to- 
ward a  core  base  of  personnel  who  will  be  managing  and  disposing 
of  assets.  If  I  am  confirmed,  I  will  monitor  the  progress  in  these 
efforts  and  determine  whether  additional  steps  need  to  be  taken. 

To  date  the  FDIC's  primary  strategy  for  disposing  of  performing 
assets  has  been  its  bulk  sales  program.  If  confirmed,  I  will  evaluate 
whether  that  strategy  seems  to  be  working  or  if  it  needs  to  be 
modified. 

As  for  the  RTC's  securitization  program,  I  have  no  personal 
knowledge  of  that  program.  If  confirmed,  I  will  study  the  facts  and 
look  closely  at  the  effectiveness  of  that  program  to  determine 
whether  there  are  lessons  that  the  FDIC  could  beneficially  learn. 

It  is  my  view  that  there  is  a  place  for  both  bulk  sales  and  indi- 
vidual sales  in  disposing  of  assets  from  failed  institutions.  The  ap- 
propriate mix  of  those  two  approaches  will  vary  depending  upon 
circumstances. 

FDIC  Management 

Q.13.  Internal  Control  Weaknesses:  In  June  1993,  GAO  issued  its 
opinion  on  the  financial  statements  of  the  3  funds  administered  by 
the  FDIC  (BIF,  SAIF,  and  FSLIC  Resolution  Fund).  The  GAO  re- 
ported serious  weaknesses  in  FDIC  oversight  of  asset  servicers,  its 
asset  management  information  system  and  other  areas.  Are  you 
aware  of  these  problems  and  what  has  been  done  to  correct  them? 
How  would  you  monitor  the  condition  of  the  FDIC's  internal  con- 
trols, especially  those  covering  the  disposition  of  assets  from  failed 
banks  where  billions  of  dollars  are  at  stake? 
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A.13.  I  have  reviewed  the  conclusions  of  the  GAO  report  to  which 
you  refer.  I  am  told  that  the  FDIC  has  taken  a  number  of  steps 
to  respond  to  the  GAO's  concerns.  They  include  the  following: 

•  An  independent  Office  of  Internal  Review  was  established  in  Oc- 
tober 1993.  The  Office  is  responsible  for  detecting  and  preventing 
internal  control  weaknesses. 

•  A  new  Division  of  Information  Resources  Management  was  cre- 
ated to  coordinate  the  FDIC's  computer  operations  and  data 
analysis. 

•  A  project  has  been  initiated  to  assess  current  and  future  needs 
for  electronic  data  processing. 

•  Steps  have  been  taken  to  assign  responsibility  for  assuring  the 
integrity  of  data. 

•  An  inter-divisional  working  committee  now  meets  to  address  and 
coordinate  actions  on  issues  related  to  the  reconciliation  of  the 
subsidiary  records  to  the  general  ledger. 

•  A  contractor  has  been  selected  to  develop  new  and/or  improved 
training  programs  in  areas  related  to  operations  and  internal 
control  evaluations. 

If  confirmed,  I  will  evaluate  whether  these  steps  are  sufficient  to 
resolve  weaknesses  in  internal  controls,  or  whether  additional 
steps  need  to  be  taken.  My  paramount  concern  is  assuring  an  inde- 
pendent, effective  FDIC  for  all  purposes. 

Q.14.  Quality  of  Examinations:  In  February  1993,  GAO  issued  a  re- 
port that  criticized  FDIC  examinations  for  failing  to  obtain  suffi- 
cient evidence  to  assess  loans,  reserves,  or  internal  controls,  as  well 
as  for  relying  on  State  examinations  without  verifying  their  qual- 
ity. Are  you  aware  of  these  reported  weaknesses  and  what  do  you 
plan  to  do  to  improve  bank  examinations? 

A.14.  I  have  reviev/ed  the  conclusions  of  the  GAO  report  to  which 
you  refer.  The  critical  role  of  examinations  in  maintaining  the  safe- 
ty and  soundness  of  the  banking  system  requires  full  attention  to 
the  concerns  raised  by  the  GAO  report.  If  I  am  confirmed,  I  will 
conduct  a  thorough  review  of  the  examination  process  to  assess  its 
quality  and  effectiveness. 

QolS.  Workload  Increases:  FDIC's  workload  grew  immensely  during 
the  1980's,  and  yet  there  is  a  question  whether  the  FDIC  ever  put 
in  place  the  necessary  information,  human  and  financial  resource 
management  capabilities.  What  is  your  impression  of  these  internal 
and  management  control  capabilities,  and  what  do  you  believe  you 
need  to  do  to  strengthen  the  FDIC  in  these  areas?  Do  you  expect 
to  reorgan-ze  management  at  the  FDIC?  If  so,  what  changes  do  you 
expect  to  make^ 

A.1.5.  I  understand  that  the  FDIC  has  taken  a  number  of  steps  to 
try  to  improve  its  resource  management  capabilities.  For  example, 
I  am  told  that  the  FDIC's  inform.ation  management  capabilities  are 
improving  vvnth  new  data  retneval,  data  base,  and  information  sys- 
tems. In  my  '/iew,  a  lot  more  needs  to  be  done  in  this  area.  All  divi- 
sions of  the  FDIC  must  improve  their  information  systems  and 
data  retrieval  cap?.- .i^ities  and  must  use  these  systemiS  more  effec- 
tively in  meeting  institutional  responsibilities.  In  particular,  it  is 
im.port^nt  to  catalogue  the  reasons  banks  failed  during  the  past  8 
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years  and  to  use  that  information,  along  with  economic  and  other 
information,  in  an  effort  to  improve  the  capabiHty  for  predicting  fu- 
ture losses. 

If  confirmed,  I  expect  to  make  a  number  of  changes  in  the  way 
in  which  the  FDIC  is  managed.  It  is  premature  to  describe  now  the 
specific  changes  I  would  make  until  I  have  an  opportunity  to  make 
a  more  detailed  onsite  evaluation.  In  general  my  goal  will  be  an  ap- 
proach to  management  that  is  more  cohesive  and  more  directly  re- 
sponsive to  the  responsibilities  of  the  FDIC  to  the  American  people 
whose  lives  it  touches,  to  the  safety  and  soundness  of  the  banking 
system,  and  to  the  health  of  the  deposit  insurance  funds.  This  will 
be  done  by  setting  clear  goals,  giving  precise  direction,  and  encour- 
aging a  strong  sense  of  teamwork. 

Foreign  Banks 

Q.16.  Insured  Deposit  Taking  by  Foreign  Banks:  The  foreign  bank- 
ing provisions  of  FDICIA  enacted  by  Congress  in  1991  permitted 
foreign  banks  to  continue  to  do  their  wholesale  commercial  banking 
business  in  this  country  through  branches.  However,  it  required 
foreign  banks  that  wished  to  take  retail  insured  deposits  whose 
safety  will  be  backed  by  American  taxpayers  to  do  so  only  through 
subsidiary  banks  incorporated  in  this  country  and  not  through 
branches  of  the  foreign  parent.  This  provision  was  originally  advo- 
cated by  the  FDIC  in  1978,  and  your  predecessor  Bill  Taylor  testi- 
fied in  favor  of  it  during  a  1991  appearance  before  this  Committee. 
Do  you  agree  with  your  predecessor  that  that  provision  makes 
sense? 

A-16.  I  understand  the  concerns  that  led  Congress  to  impose  the 
requirement  that  foreign  banks  accept  insured  deposits  only 
through  a  subsidiary.  In  general  I  believe  that  the  principle  of  na- 
tional treatment  embodied  in  the  International  Banking  Act  of 
1978  should  apply.  This  means  that  foreign  banks  should  oe  regu- 
lated in  a  manner  that  is  the  same  or  comparable  to  that  for  do- 
mestic institutions.  I  believe  this  approach  is  also  likely  to  encour- 
age foreign  countries  to  give  U.S.  banks  access  to  their  markets. 
For  those  countries  that  continue  to  refuse  to  give  U.S.  banks  na- 
tional treatment,  stronger  measures  may  be  necessary,  including 
those  provided  by  the  proposed  Fair  Trade  in  Financial  Services 
Act. 

Q.17.  Please  describe  how  your  responsibilities  as  Associate  Gen- 
eral Counsel  for  International  Banking  at  the  Federal  Reserve 
Board  related  to  the  BCCI  matter. 

A.17.  I  was  not  employed  at  the  Federal  Reserve  in  1981  when  the 
Board  approved  the  application  of  Arab  investors  to  acquire  shares 
of  First  American  Bancshares.  (Those  investors  later  turned  out  to 
be  nominees  for  BCCI.)  I  joined  the  Federal  Reserve  Board  staff  on 
May  20,  1985,  and  my  responsibilities  did  not  include  the  bank  su- 
pervisory staff,  which  was  responsible  for  subsequent  examinations 
of  First  American  Bancshares. 

After  BCCI's  violations  of  law  were  discovered,  my  principal  re- 
sponsibility was  to  oversee  the  drafting  and  implementation  of  leg- 
islation to  help  prevent  violations  of  U.S.  law  by  foreign  banks, 
such  as  BCCI,  in  the  future.  This  legislation  was  requested  by  you. 
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Mr.  Chairman,  and  the  Chairman  of  the  House  Banking  Commit- 
tee. The  legislation,  known  as  the  Foreign  Bank  Supervision  En- 
hancement Act,  was  enacted  as  Title  II  of  FDICIA  in  1991.  It  im- 
posed uniform  standards  on  the  approval  of  new  foreign  bank  of- 
fices in  the  United  States  and  gave  the  Federal  Reserve  direct  su- 
pervisory authority  over  foreign  banks  for  the  first  time.  The  uni- 
form standards  included  the  requirement  that  foreign  banks  must 
be  supervised  and  regulated  on  a  consolidated  basis  by  a  home 
country  supervisor  and  must  agree  in  advance  to  make  full  and 
complete  information  on  all  its  operations  available  to  U.S.  regu- 
lators. I  commend  you,  Mr.  Chairman,  and  the  Senate  Banking 
Committee  for  your  very  strong  support  of  that  legislation.  I  believe 
that  it  will  go  a  long  way  toward  preventing  a  recurrence  of  abuses 
like  BCCI. 

Q.18.  Regulatory  Equity — CRA  and  FDIC  Insurance  Premiums: 
Last  November  the  former  Kentucky  Banking  Commissioner  told 
this  Committee  that  foreign  banks  receive  preferential  treatment  in 
our  market  because  they  are  not  subject  to  CRA  or  deposit  insur- 
ance premiums.  Do  you  agree  that  foreign  banks  do,  in  fact,  enjoy 
a  number  of  competitive  advantages  over  our  domestic  banks  and, 
if  so,  what  are  they  and  what  if  anything  should  be  done  about  it? 
A.18.  Insured  branches  and  subsidiaries  of  foreign  banks  operating 
in  this  country  pay  deposit  insurance  premiums  and  are  subject  to 
the  provisions  of  CRA,  and  all  foreign  bank  offices  are  subject  to 
the  other  consumer  protection  and  fair  lending  requirements  appli- 
cable to  domestic  banks. 

The  decision  not  to  apply  deposit  insurance  requirements  to 
wholesale  operations  of  foreign  banks  was  the  subject  of  extended 
debate  by  the  Congress  at  the  time  of  enactment  of  the  Inter- 
national Banking  Act  of  1978.  The  major  reasons  for  not  requiring 
wholesale  branches  of  foreign  banks  to  obtain  deposit  insurance 
were  the  nature  of  their  customers — sophisticated  depositors  and 
business  borrowers — and  the  reluctance  to  extend  the  Federal  safe- 
ty net  to  foreign  banks  other  than  to  protect  small  domestic  deposi- 
tors. In  addition,  because  CRA  requirements  were  originally  tied  to 
Federal  deposit  insurance,  uninsured  branches  were  also  made  ex- 
empt from  CRA.  These  conclusions  could,  of  course,  be  revisited  by 
the  Congress.  In  my  view,  the  governing  principles  for  any  decision 
to  expand  the  requirements  applicable  to  foreign  banks  should  be 
safety  and  soundness  and  national  treatment. 

Consumer 

Q.19.  What  do  you  plan  to  do  as  FDIC  Chairwoman  to  end  dis- 
crimination in  banking  services? 

A.19.  As  I  stated  in  my  confirmation  hearing,  every  American  must 
have  full  and  fair  access  to  bank  services.  I  give  you  my  personal 
commitment  to  fight  lending  discrimination  and  to  enforce  commu- 
nity reinvestment  requirements.  Anything  less  than  full  and  fair 
access  for  all  Americans  not  only  drives  away  potential  customers 
from  the  banking  system,  it  affects  the  credibility,  and  hence  the 
soundness,  of  the  system.  Banks  should  be  judged  on  their  perform- 
ance in  this  area,  not  on  the  weight  of  their  paperwork. 
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Q.20.  Fees  Charged  to  Consumers:  Recent  reports  have  claimed 
that  consumers  are  being  charged  excessive  fees  by  banks.  Do  you 
believe  the  fees  that  banks  charge  are  excessive?  If  so  what  is  the 
best  way  to  reduce  them? 

A.20.  I  have  not  seen  evidence  that  the  banking  industry  as  a 
whole  charges  excessive  fees.  There  may,  however,  be  problems  at 
individual  institutions,  which  I  would  expect  to  be  addressed 
through  fair  lending  laws  and  market  forces.  To  assist  the  market, 
we  must  make  certain  that  consumers  receive  full  and  fair  disclo- 
sure on  the  types  and  levels  of  fees. 

Q.21.  Compliance  with  the  Law:  Do  you  agree  to  fully  comply  with 
the  letter  and  the  spirit  of  FDICIA  and  FIRREA  and  all  the  other 
laws  that  you  are  charged  to  enforce? 

The  FDIC  Improvement  Act  of  1991  and  the  Financial  Institu- 
tions Reform,  Recovery  and  Enhancement  Act  of  1989  provided  a 
series  of  reforms  to  enhance  management  and  capital  and  improve 
oversight  through  tripwires,  prompt  corrective  action  and  other 
means.  What  are  your  views  on  the  regulatory  reforms  in  FDICIA? 
Do  you  undertake  to  enforce  vigilantly  the  prompt  corrective  action 
and  other  provisions  of  FDICIA?  What  are  your  views  on  the  effect 
of  FIRREA  on  the  health  of  depository  institutions? 

A.21.  I  pledge  to  comply  fully  with  the  letter  and  spirit  of  FDICIA, 
FIRREA,  and  all  other  laws  I  will  be  charged  with  enforcing,  if  I 
am  confirmed.  This  will  be  essential  to  achieving  my  number  one 
priority,  which  is  to  assure  the  credibility  of  the  U.S.  banking  sys- 
tem. 

In  enacting  FDICIA,  the  Congress  was  responding  to  the  greatest 
crisis  in  the  history  of  the  U.S.  banking  system  since  the  Great  De- 

Eression.  During  the  8  years  from  1985  to  1993,  more  than  1,300 
anks  failed  and  the  Bank  Insurance  Fund  was  depleted.  By  pass- 
ing FDICIA,  Congress  sought  to  strengthen  the  insurance  fund,  to 
limit  the  costs  of  resolving  failed  institutions  by  establishing  rules 
for  prompt  corrective  action  and  requiring  least  cost  resolutions, 
and  to  require  greater  regulatory  and  management  control  over  the 
operations  of  U.S.  banks.  The  goal  was  restoring  the  credibility  of 
the  banking  industry.  I  applaud  this  goal  and  believe  FDICIA  has 
played  an  important  part  in  the  more  healthy  banking  system  we 
see  today,  even  though  there  may  be  a  few  parts  of  FDICIA  that 
could  be  revisited  today  as  the  health  of  the  industry  is  improving 
in  order  to  reduce  the  burden  of  regulation  not  essential  to  safety 
and  soundness. 

Congress  enacted  FIRREA  in  1989  to  address  the  enormous  cri- 
sis in  the  savings  and  loan  industry  and  its  deposit  insurance  sys- 
tem. FIRREA  sought  to  protect  the  taxpayer  from  further  losses  by 
providing  resources  to  resolve  insolvent  institutions  and  by  provid- 
ing the  means  for  surviving  institutions  to  restore  and  maintain 
their  financial  health.  The  statute  also  imposed  a  completely  new 
regulatory  structure  on  the  savings  and  loan  industry  to  assure 
credible,  even-handed,  and  sound  regulation.  This  efTort  is  a  good 
precedent  for  efforts  now  to  implement  a  major  regulatory  restruc- 
turing. 

Q.22.  Interest  Rate  Risk:  With  the  prospect  of  rising  interest  rates, 
thrifts  and  banks  that  fund  long-term  mortgage  assets  with  sViorter 
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term  deposits  risk  significant  losses.  How  serious  is  the  maturity 
mismatch  at  thrifts  and  banks,  and  do  the  proposed  regulatory  ad- 
justments to  capital  requirements  adequately  protect  the  insurance 
funds?  How  soon  can  we  get  the  new  standards  in  force? 
A.22.  Interest  rate  risk  is  one  of  several  fundamental  risks  that 
federally  insured  depositories  must  manage  effectively  to  remain 
viable.  The  others  are  credit  risks,  operational  risks,  legal  risks, 
and  other  market  risks.  The  temptation  may  exist  for  federally  in- 
sured institutions  to  increase  their  current  margins  by  funding 
longer-term  assets  with  shorter-term  liabilities.  Financial  institu- 
tions are  required  to  have  appropriate  systems  in  place  for  identify- 
ing and  monitoring  these  risks. 

I  am  committed  to  establishing  regulatory  requirements  that 
guard  the  safety  and  soundness  of  the  institutions  that  the  FDIC 
insures.  As  I  said  in  my  opening  statement,  one  of  the  lessons  of 
the  ISSO's  is  that  cataloguing  and  monitoring  the  risks  faced  by 
banks  is  essential  to  maintaining  the  soundness  of  the  banking  sys- 
tem and  the  FDIC.  If  confirmed  by  the  Senate,  I  will  place  a  high 
priority  on  taking  steps  to  assure  that  whatever  adjustments  are 
made  to  capital  requirements  to  reflect  interest  rate  risk  are  ade- 
quate to  protect  the  deposit  insurance  funds. 

Minorities  and  Women  at  the  Top 

Q.23a.  The  bank  regulatory  agencies  have  been  criticized  for  hav- 
ing too  few  minorities  and  women  in  their  senior  ranks.  Do  you 
perceive  this  to  be  a  problem  at  the  FDIC,  and  if  so,  what  do  you 
plan  to  do  about  it? 

A.23a.  All  of  the  Federal  bank  regulatory  agencies  have  room  to 
improve  in  the  area  of  promoting  minorities  and  women  into  the 
senior  ranks.  There  has  been  some  improvement  at  the  FDIC  in  re- 
cent years,  but  there  is  a  ways  to  go  yet.  I  plan  to  monitor  and 
evaluate  the  equal  employment  opportunity  program  at  the  FDIC 
on  a  continuous  basis  and  to  take  strong  action  to  assure  a  diverse 
work  force. 

Q.23b.  Do  you  plan  to  increase  the  FDIC's  resources  devoted  to  ef- 
fectively oversee  implementation  of  regulations  involving  minority 
and  women  owned  firms? 

A.23b.  I  plan  to  study  the  resources  currently  devoted  to  imple- 
menting regulations  on  minority-  and  women-owned  firms,  and  will 
increase  them  if  they  are  inadequate.  In  addition,  as  required  by 
the  Resolution  Trust  Corporation  Completion  Act  signed  into  law 
by  President  Clinton  on  December  17,  1993,  the  FDIC  will  join 
with  the  Resolution  Tmst  Corporation  (RTC)  to  estabhsh  an  inter- 
agency task  force  to  effect  a  smooth  transition  of  RTC  operations 
to  the  FDIC.  The  task  force  is  directed  to  study  and  recommend  ex- 
isting management  systems  at  both  the  FDIC  and  RTC.  I  will 
make  certain  that  the  transition  task  force  reviews  both  the  FDIC's 
and  the  RTC's  use  of  minoiity-  and  women-ov/ned  firms.  Through 
this  review,  existing  beneficial  practices  can  be  improved  and 
strengthened. 

Q.23c.  What  plans  do  you  have  to  increase  the  participation  of  mi- 
norities in  the  sale  of  financial  institutions? 
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A.23c.  As  I  understand  it,  the  FDIC  has  a  poHcy  statement  that 
outlines  broad  objectives  to  encourage  the  preservation  of  minority 
ownership.  I  will  make  certain  that  policy  is  adequate,  and  that 
specific  steps  are  taken  to  encourage  and  assist  potential  minority 
investors. 

If  I  am  confirmed,  I  will  also  evaluate  the  marketing  strategies 
of  the  FDIC  with  respect  to  the  way  in  which  assets  from  failed 
banks  are  sold  to  determine  whether  minority  investors  are  given 
fair  and  adequate  opportunities  to  invest.  I  will  also  have  the  FDIC 
sponsor  minority  investor  conferences  to  stimulate  interest  in  pur- 
chasing banks  and  bank  assets  and  familiarize  investors  with  the 
FDIC's  methods  and  requirements  for  purchasers. 

Pilot  Program  to  Pool  Non-Perp^orming  Loans 

Q.24.  It  has  been  suggested  that  the  FDIC  implement  a  pilot  pro- 
gram, perhaps  in  conjunction  with  the  private  sector,  to  pool  non- 
performing  loans  from  banks  and  thrifts  and  then  sell  those  pools 
at  auction.  The  insured  depository  institutions  would  participate 
voluntarily.  In  this  way,  problem  assets  might  be  removed  from 
bank  books,  improving  the  health  of  the  affected  institutions  and 
reducing  costs  to  the  Insurance  Funds.  Does  the  FDIC  have  the  au- 
thority to  implement  such  a  pilot  program?  Would  such  a  program 
tend  to  improve  the  health  of  the  banking  system  and  reduce  the 
risk  and  cost  of  bank  failures? 

A.24.  I  would  be  willing  to  study  the  concept  of  a  program  to  pool 
the  non-performing  loans  of  open  institutions.  I  would  want  to  ex- 
amine wny  no  private  sector  organization  has  found  this  concept  to 
bed  a  profitable  activity.  I  would  also  be  concerned  about  an  appar- 
ent conflict  of  interest  in  the  FDIC  administering  a  "voluntary" 
program  involving  the  same  assets  and  institutions  that  it  super- 
vises. I  would  be  happy  to  explore  these  and  other  technical  aspects 
of  such  a  proposal  as  appropriate. 

RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  SARBANES 
FROM  RICKI  RHODARMER  TIGERT 

Q.l.  RTC/FDIC  Affordable  Housing  Disposition  Program:  The 
RTC's  affordable  housing  disposition  program  is  generally  thought 
to  have  been  successful — providing  housing  for  low-income  families, 
at  relatively  little  cost  to  the  Grovernment.  In  the  Resolution  Trust 
Corporation  Completion  Act  of  1993,  the  Congress  anticipated  the 
winding  down  of  the  RTC's  activities  and  created  a  statutory  time- 
table for  merging  the  RTC's  affordable  housing  disposition  program 
with  the  affordable  housing  program  in  the  FDIC. 

The  Congress  was  concerned  that  the  merger  should  incorporate 
the  RTC's  successes — namely,  its  substantial  experience  with  seller 
financing  and  its  marketing  to  non-profit  and  public  entities — in 
the  new  entity.  Under  the  new  law,  the  RTC  and  the  FDIC  are  ex- 
pected to  enter  into  an  agreement  within  4  months  setting  out  a 
plan  for  the  orderly  unification  of  both  entities'  affordable  housing 
programs.  Eight  months  after  enactment,  the  entities  must  begin 
to  implement  the  agreement.  How  is  the  unification  of  the  RTC  and 
FDIC  affordable  housing  programs  proceeding?  Do  you  anticipate 
any  impediments  to  the  timely  unification  of  both  entities'  afford- 
able housing  programs?  More  importantly,  what  priority  will  you 
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place  on  having  a  strong  and  functioning  affordable  housing  dis- 
position program  under  the  FDIC? 

A.1.  I  am  told  that  the  agencies  have  agreed  on  the  basic  terms  of 
a  unification  plan.  The  plan  will  be  finalized  within  4  months  of 
the  date  of  the  legislation's  enactment,  December  17,  1993,  and  will 
be  implemented  within  8  months  of  enactment.  The  programs  will 
be  consolidated  under  the  FDIC  by  October  1,  1995.  In  finalizing 
the  plan,  the  agencies  will  consider  the  experience  of  the  RTC  in 
the  areas  of  seller  financing,  technical  assistance,  marketing  skills, 
and  relationships  with  public  and  non-profit  entities.  I  understand 
that  several  areas  have  been  identified  that  can  be  substantially 
consolidated  within  a  6-month  time  frame.  These  areas  include: 
consolidating  clearinghouse  lists  of  available  properties;  developing 
and  implementing  a  standard  income  qualification  form  to  be  used 
to  determine  purchaser  eligibility  for  both  programs;  offering  seller 
financing  on  the  FDIC's  single-family  sales  using  the  RTC  s  proc- 
essing and  underwriting  methodology;  coordinating  single-family 
sales  events  where  sufficient  properties  exist  within  a  reasonable 
geographic  proximity  to  warrant  such  coordination;  implementing 
an  FDIC  multi-family  program  in  conjunction  with  the  RTC;  con- 
solidating advertising  and  promotional  materials;  consolidating  en- 
forcement activities  regarding  compliance  with  single-  and  multi- 
family  restrictions;  and  standardizing  legal  documents. 

More  comprehensive  unification  measures  such  as  fully  merging 
information  systems  and  affordable  housing  staffs  will  be  subject  to 
the  findings  of  the  RTC/FDIC  transition  task  force.  The  task  force 
is  responsible  for  providing  recommendations  concerning  the  over- 
all merger  of  the  RTC  into  the  FDIC.  The  first  report  of  the  task 
force  is  due  in  January  1995.  Based  on  the  task  force's  findings,  the 
unification  of  affordable  housing  programs  will  be  completed  by  Oc- 
tober 1,  1995. 

I  strongly  support  the  affordable  housing  disposition  concept.  The 
FDIC  should  improve  its  program  with  information  from  all  avail- 
able sources,  including  the  expertise  of  the  RTC.  Appropriations 
have,  however,  been  below  authorized  levels  of  funding,  which  has 
impeded  the  expansion  of  the  FDIC  program. 

RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  SASSER 
FROM  RICKI  RHODARMER  TIGERT 

Q.l.  What  is  your  view  of  the  current  level  of  FDIC  premiums? 
Would  you  expect  a  possible  change  over  time? 
A.1.  Deposit  insurance  premiums  paid  by  BIF  and  SAIF  members 
are  used  to  finance  insurance  fund  losses  and  to  recapitalize  the  in- 
surance funds  to  the  statutorily  prescribed  level  of  1.25  percent  of 
insured  deposits.  In  addition,  SAIF-member  premiums  are  used  to 
fund  interest  payments  due  on  the  FICO  bonds  issued  in  1987- 
1989,  which  will  not  mature  until  the  year  2019.  Premiums  are  at 
historically  high  levels  to  ensure  that  these  obligations  are  met. 
Until  the  funds  are  recapitalized,  there  is  a  statutorily  prescribed 
minimum  average  premium  rate  for  both  BIF  and  SAIF  members. 
After  an  insurance  fund  has  recapitalized,  premiums  paid  by  mem- 
bers of  that  fund  are  expected  to  decline  to  a  level  that  would 
maintain  an  appropriate  relation  between  fund  balance  and  risk 
exposure.  The  BIF  is  expected  to  recapitahze  by  the  year  1996, 
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based  on  current  levels  of  insured  deposits  and  no  substantial  in- 
creases in  bank  failures,  whereas  the  SAIF  will  not  be  recapitalized 
until  sometime  after  the  year  2000. 

Q.2.  Section  13(e)  of  the  Federal  Deposit  Insurance  Act  (12  USC, 
1823  (e))  poses  problems  for  the  collateralization  of  the  funds  of 
public  depositors  including  Federal,  State,  and  local  government 
entities.  Would  you  support  an  exemption  from  the  provision  of 
Section  1823  (e)  for  public  deposits?  Why  or  why  not?  Such  a  provi- 
sion could  read:  This  subsection  shall  not  apply  to  any  agreement 
for  the  lawful  collateralization  of  deposits  of  a  Federal,  State,  or 
local  government  entity. 

A-2.  It  is  my  understanding  that  on  March  23,  1993,  the  FDIC's 
Board  of  Directors  adopted  a  Statement  of  Policy  addressing  the 
treatment  of  security  interests  after  appointment  of  the  FDIC  as 
conservator  or  receiver.  That  Statement  of  Policy  provides  that  the 
FDIC  will  "not  seek  to  avoid  an  otherwise  legally  enforceable  and 
perfected  security  interest  solely  because  the  security  agreement 
granting  or  creating  such  security  interest  does  not  meet  the  con- 
temporaneous requirement." 

I  understand  also  from  FDIC  staff  that  their  subsequent  contacts 
with  public  depositors  and  bankers  have  demonstrated  that  the 
Statement  of  Policy  has  answered  the  concerns  that  had  been  ex- 
pressed. If  confirmed  by  the  Senate,  I  will  continue  the  FDIC's  pol- 
icy of  recognizing  properly  perfected  and  enforceable  security  inter- 
ests and  will  seek  to  provide  further  assurances  to  bankers  and 
public  entities  that  such  security  interests  will  continue  to  protect 
public  deposits  in  the  event  an  institution  fails. 

RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  DODD 
FROM  RICKI  RHODARMER  TIGERT 

Q.l.  For  the  last  few  years,  the  Committee  has  been  concerned  that 
State  legislative  enactments  permitting  the  underwriting  of  insur- 
ance risks  by  FDIC  insured  depository  institutions  pose  excessive 
risks  to  deposit  insurance  funds.  As  a  result,  a  provision  was  in- 
cluded in  Section  303  of  FDICIA  which  generally  bars  State  banks 
from  underwriting  insurance  while  providing  a  limited  grandfather 
for  pre-existing  activities  within  the  boundaries  of  the  authorizing 
State. 

Subsequently,  the  FDIC  issued  regulations  which  clearly  con- 
travened the  Committee's  intent  with  respect  to  the  geographic 
scope  of  the  grandfather  provision  (57  Fed  Reg  53213  et  seq.,  Nov. 
9,  1992).  Instead  of  limiting  underwriting  operations  to  the  bound- 
aries of  the  authorizing  State,  the  regulations  appear  to  oermit  a 
grandfathered  institution  to  underwrite  insurance  for  residents  of 
any  State  in  which  the  institution  had  sold  a  policy  i*  uni^.erv/rc^^ 
prior  to  November  21,  1991. 

In  response  to  a  number  of  critical  letters  from  Me-.^bers  o^  ihe 
House  and  Senate,  including  Chairman  Riegle  and  Rrinking  Mpir. 
ber  D'Amato  and  a  substantial  number  of  conferees  who  were  r^ri- 
cipal  participants  in  the  formulation  of  and  deb'^.le  on  this  partif;u- 
lar  provision,  the  FDIC  reopened  consideration  of  the  reisvaat  por- 
tion of  the  regulation.  As  yet,  however,  the  language  has  not  been 
redrafted  to  comport  with  clearly  expresse(d)  Congpressional  vntent. 
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I  would  like  to  know  how,  as  head  of  the  FDIC,  you  intend  to 
resolve  this  issue  and  what  additional  views  you  have  on  this  mat- 
ter? 

A,l.  The  rulemaking  concerning  the  geographic  scope  of  the  grjind- 
father  provisions  for  insurance  underwriting  in  Section  303  of 
FDICIA  is  still  pending.  I  am  not  at  this  point  fully  versed  in  all 
of  the  issues  presented  by  that  rulemaking.  If  I  am  confirmed,  it 
is  my  intention  as  head  of  the  FDIC  to  review  and  weigh  carefully 
all  of  the  comments  that  have  been  received  on  the  interpretation 
of  the  grandfather  provision  and  to  review  thoroughly  the  entire 
record  concerning  the  rulemaking,  including  the  basis  for  the  agen- 
cy's adoption  of  the  current  rule,  before  formulating  an  opinion  on 
the  matter.  This  is  the  approach  mandated  by  the  Administrative 
Procedure  Act.  It  is  useful  to  emphasize  that  if  I  am  confirmed,  it 
is  my  intention  to  assure  that  the  FDIC  implements  and  interprets 
statutes  in  accordance  with  the  intent  of  the  Congress  and  in  a  way 
that  enhances  safety  and  soundness  to  the  fullest  extent  possible. 
I  further  intend  to  see  that  the  FDIC  resolves  this  issue  as  expedi- 
tiously as  possible. 

RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  SHELBY 
FROM  RICKI  RHODARMER  TIGERT 

Q.l.  I  am  concerned  over  the  Administration's  CRA  proposal.  Spe- 
cifically, I  am  concerned  that  small  community  banks  will  see  little 
regulatory  relief  unless  they  have  a  "reasonable"  loan  to  deposit 
ratio  of  60  percent.  Sixty  percent  is  unrealistic  for  most  small  com- 
munity banks  and,  in  fact,  would  jeopardize  safety  and  soundness. 

What  is  your  view  on  the  use  of  60  percent  as  an  example  of  a 
"reasonable"  loan  to  deposit  ratio?  Would  it  not  be  better  to  elimi- 
nate the  use  of  a  percentage  altogether  and  to  allow  examiners  to 
define  reasonable  based  on  the  characteristics  of  a  bank's  commu- 
nity and  competition? 

I  have  attached  a  few  letters  from  my  constituent  banks  and 
hope  that  you  will  read  them. 

A.1.  The  proposed  revisions  to  the  CRA  regulations  are  still  subject 
to  rulemaking  procedures  required  by  the  Administrative  Proce- 
dure Act.  If  confirmed  by  the  United  States  Senate,  I  would  be  par- 
ticipating in  the  FDIC's  review  of  public  comments  and  its  deci- 
sions on  a  final  regulation.  For  that  reason,  I  cannot  say,  prior  to 
a  review  of  the  comments,  what  final  form  a  particular  provision 
should  take.  In  general  I  would  say  that  a  bright-line  number  for 
the  loan-to-deposit  ratio  probably  does  not  make  sense,  because  cir- 
cumstances— and  lending  opportunities — vary  from  institution  to 
institution,  based  upon  its  size  and  the  nature  of  its  community 
and  competition.  I  have  read  the  letters  from  your  constituents 
that  you  have  provided  to  me,  and  I  will  continue  to  review  them 
with  great  care. 

Q.2.  In  our  discussion,  I  mentioned  to  you  my  intention  to  provide 
regulators  the  discretion  to  examine  banks  with  $250  million  in  as- 
sets or  less,  with  a  rating  of  CAMEL  1  or  2,  on  an  18  month  rather 
than  a  12  month  cycle.  I  believe  you  stated  that  you  saw  no  prob- 
lem with  such  a  change,  provided  it  was  limited  to  regulator  discre- 


94 

tion.  Is  this  correct?  Can  you  foresee  circumstances  in  which  this 
discretion  may  be  useful? 

A-2.  As  I  stated  in  our  meeting,  in  general,  I  favor  annual  exami- 
nations to  assure  the  safety  and  soundness  of  banks.  I  have  no  ob- 
jection, however,  to  bank  regulators  having  more  discretion  in  this 
area  for  highly  rated  banks.  Moreover,  FDICIA  itself  provides  a 
precedent.  It  permits  an  18-month  examination  cycle  for  banks  of 
less  than  $100  million  in  size  if  they  are  well  capitalized,  well  man- 
aged, and  composite  condition  is  outstanding.  This  has  been  inter- 
preted to  mean  CAMEL  "1."  Changing  this  to  include  CAMEL  "2" 
institutions  would,  I  am  told,  increase  the  number  of  eligible  insti- 
tutions from  very  few  to  a  more  meaningful  number. 

Q.3.  In  an  effort  to  eliminate  discrimination  in  lending,  a  provision 
was  included  in  the  FDIC  Improvement  Act  to  require  bank  regu- 
lators to  refer  any  cases  that  snow  a  pattern  or  practice  of  discrimi- 
nation to  the  Justice  Department.  Any  isolated  incident  of  appar- 
ent discrimination  is  to  be  referred  to  the  Department  of  Housing 
and  Urban  Development  and  the  loan  applicant  is  to  be  notified! 

Unfortunately,  this  second  part,  requiring  the  notification  of 
HUD  and  the  loan  applicant,  has  the  consequence  of  deterring 
lenders  from  self-testing.  Lenders,  afraid  of  the  repercussions  if 
they  do  find  a  violation,  may  refrain  from  self-testing  and  other  in- 
ternal procedures  to  detect  bias,  hoping  that  if  they  do  not  see  a 
violation  the  regulator  will  not  either. 

This  is  exactly  the  wrong  type  of  behavior.  We  want  financial  in- 
stitutions to  undertake  their  own  aggressive  efforts  to  ferret  out 
discrimination.  In  addition,  institutions  are  also  likely  to  be  more 
reluctant  to  actively  seek  minority  borrowers,  since  the  more  mi- 
nority applications  you  have,  the  greater  the  risk  that  one  could  be 
handled  wrong.  How  should  we  correct  this  problem? 

A.3.  As  I  stated  in  my  confirmation  hearing,  all  Americans  should 
have  full  and  fair  access  to  bank  services,  and  banks  themselves 
should  take  steps  to  eliminate  discrimination.  As  I  understand  it, 
the  FDIC  is  developing  Fair  Lending  Testing  Guidelines  designed 
as  a  self-help  guide  for  financial  institutions  on  how  to  improve  fair 
lending  performance  and  as  a  self-test  for  illegal  discrimination 
and  disparate  treatment  in  the  loan  application  process.  I  under- 
stand that  the  FDIC  has  also  suggested  that  the  Congress  consider 
providing  the  regulators  with  some  discretionary  authority  with  re- 
spect to  whether  to  make  referrals  to  the  Departments  of  Justice 
and  Housing  and  Urban  Development  when  an  institution  has 
taken  appropriate  corrective  actions,  including  restitution  to  vic- 
tims of  discriminatory  lending  practices.  I  do  not  believe  institu- 
tions should  be  penalized  for  taking  steps  to  ferret  out  and  elimi- 
nate discrimination. 
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The  Citizens  Bank  of  Winfield 


wuutM  >.  MU.  VI7C  r  icnxVT 
CaTHV  I  lOAAaU,  MJT.  CasHCA 


JSSS^-dSJC 

*SCb  Cats  J  4i/-s3/ys 
Decantjcr  28,   1993 


>ussu.  tuonio>9.  cxAtKUM.  f  uan&i  r.  eta 


Honorable  Richard  Shelby 

509  Hart  Senate  Office  Building 

Washington,   0.  C.     20S10 

Dear  Senator  Shelby:: 

The  recent  CRA  proposal  invelled  at  the  White  House  fcy  Secretary  Bentsen  had  both 
good  and  bad  features  from  the  ccrmrml ty^ban)<  standpoint,  the  proposal  la  for  a 
tiered  regulatory  lyitem,  with  bonks  and  holding  cotrpanles  less  than  $250  mi  I  lion 
in  assets  getting  streamlined  exaa\i nations  and  lesc  ctrtngent  data  reporting 
requirements  than  those  Inposed  on  larger  banks.  This  recoyiiies  and  Bddresse« 
SCTne  of  the  diffloiUles  that  the  small  barics  face.  We  wsuld  like  to  express  our 
appreciation  to  the  Treasury  and  regulators  for  recognizing  that  commnity  banks 
cannot  carr/  the  tare  regulatory  load  ai  largar  Inttitutlona.  If  they  ar«  to 
surviva. 

We  aro  vary  troubled,  hoMaver,  by  the  proposed  flO  percent  (oan-to-tieposi t  ratlo-or 
any  fixad  ratio- that  interferes  with  the  thbs  afxl  flowi  of  th«  marketplace.  Tn 
add  1 1  i  onT  It  \wuid  be  v^/fully  hard  for  a  rtrrfcer  of  cotrrrunity  banks  to  reach  that 
rat(o,  vri  It  could  by  ver^  dangerous  to  thair  health.  If  they  attenpted  to  do  so. 
CXjr  on  bank  vwjuld  tall  Into  this  categor/.  For  exarrple,  bad<  before  1973,  we 
reached  a  toan-ta~depoiit  ratio  of  78  percent.  In  197*.  N»'\<n  iha  crunch  came  and 
the  Savlngj  and  L«in3  started  having  problems  with  their  fixed-rate  loans,  *e 
Imr^Iatftly  realized  the  risk  In  long-term  lending  and  went  to  six  month  balloons 
to  gradually  v«rk  out  of  lang-tarm  lending.  As  a  rtsuU,  our  loan-to-deposit 
ratio  st&adily  declined  to  approximately  30  percent.  We  have  since  iranaged  to 
bring  the  Isank  to  a  13  percent  level,  but  having  e>qperienced  excessive  loan  losses 
for-  the  loot  two  (2)  years  has  maae  us  realize  that  we  stretdvd  farther  than  we 
should.  As  a  result,  v*?  have  recently  pullad  baclt  and  our  loan-to-depoait  ratio 
has  dropped  back  to  35  percent.  We  fael  that  under  the  current  credit  conditions 
In  rural  connjnlties  that  this  Is  more  v^Tcra  we  need  to  be  in  order  to  iraintaln 
eafa  and  sound  banks.  Our  ccrpetitlon  maintains  a  higher  loarrto-deposit  ratio 
than  v«  do.  Ixit  are  e^^^erlerclng  concidarsbly  hfghtr  loan  loasca  ard  loan  probloTB 
than  our  baik.  I  thii*  the  examiners  would  adknswlcdge  this  and  probably  agree 
that  their  loan-to-deposit  ratio  Is  too  high  as  weil.  Qther^'banks  In  our  area 
have  loan-to-depo«it  ratios  of  20  percent.  18  percent  and  IS  percent, 
raspectlveiy.  I  think  this  further  justifies  our  reason  for  pulling  our  ratio 
back.  As  you  can  see  b/  the  figures  above,  none  v«uld  qualify  Lrider  the  proposed 
60    percent    loon-to-depoai  t    ratio    urder    Vr\a   new   Q?A   rulag.       In  a-idition,    mf  o«i 
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banking  philosophy  Is  that  a  ioarcta-depoa i t  ratio  between  'ii  percent  to  SS 
p«rcant  Is  lh«  ultimate  for  rraximiring  profitability  and  safety  and  soundness  and 
a  60  p«rcant  or  above  ratio  Is  mora  for  the  mcgabonka.  money-center  benka,  and 
bani<s  that  sr&  located  in  fast-groring  areas  that  can  support  those  ratios,  but 
ntjt    In  rural  cxxTtrvinity  banks. 

This  Is  a  ffBlor,  major  concern  of  the  rural  Independent  Comriffil  ty  Banks  of  Alabama 
arxd  /VrericaT  Wb  would  appreciate  your  sincere  effort  on  our  behalf  to  «llminate 
this  60  percent  lest,  which  vi«e  feel  strongly  that  many  comrvnity  banks  cannot 
mcot.  I  will  be  happy  to  talk  further  with  you  or  answer  arty  questions  you  may 
hav/«.  but  *•  dasporataly  n«ed  your  help  on  this  rrottcr.  Thanks  for  your 
consideration. 

Very  truly  yours. 


Russell   Carothers 

Cha  1  rman/Pres  fdent /C&O 

Menrtoer  of   iCBM  P/»C  Ccmnittee 


VSRC:mn 

cc:     Chrlstin  Clvhan 


97 


IM  MAIN  STn££X  ro.  BQX  1«0 
MOfirCMLU).  ALABAMA  36116 

DeoBreber    20,     1993 


^^Z^/Ct^L^ 


Mr.  HoyLe  R.  EobinBon 

Exeoutlve  Director 

Fedoral  Depoait  Inauranco  Corporatioa 

660  I7th  Street,  M.W. 

WashingtoB,  DC   20429 

Doftr  Mr,  Robiasan: 

I  havft  juat  finished  reading  the  interagency  Community 
Reinvestment  Act  proposal  aad  find  it  absolutely  absurd. 

To  begin  with.,  v«  aa  aa  independent  contnimity  bank  in  a 
city  of  4,000  with  braoohea  of  tvo  regional  holding  companies 
(one  of  wbich  uas  acquired  from  a  f&iled  savings  and  loan)  do 
not  need  the  FDIC  to  aaaeaa  our  performance  in  Beating  the 
credit  needs  of  our  community.   The  community  Eikea  thia 
aasesanent  and  we  will  not  survive  if  we  fail.   By  the  way, 
we  were  chartered  In  1902  and  have  continuously  aorved  our 
coaDunity. 

For  the  poat  three  yeara^^aAhWik  meticulously 
docuJBeiit.ed  our  ottecidance  *^^*<camjanity  ""^^tinga ,  loan  record 
in  the  Low  and  moderate^^lnySAX  Af^aa  of  our  conannity, 
advertising  programo,  ^^<jp.\p^^yitod' up  loano  to  alnoritiea, 
support  of  local  Bcliaor^Noiiofl>exiT.ary  through  university, 
participation  in  induatrV^i)devalopoent  projects  tc  provide 
JobSt  and  many  other  actiWtias  which  ve  feel  arc  the  life 
blood  of  our  bank*   All  this  documentation  to  get  a 
satisfactory  rating  in  CRA  performance.   Wo  feel  our  tine  can 
ba  better  epent  with  our  oustonera  and  our  conaunity. 

And  now,  th«  crowninj  blow.   You  tell  ua  that  in  our 
ceniBunity  which  you  hAvo  never  cvoa  heard  of,  we  auat  dov«Iop 
a  loan  demand  that  will  produce  a  loan  to  aaaet  ratio  of  60%. 
Ue   want  loans.   W«  are  .aearohin*  for  loans.   Our  loan  to 
asset  ratio  is  currently  36.38*.   The  highest  it  has  been  in 
the  past  30  years  is  S6X.   Mow  you  tell  ua  that  ratio  nuat 
reach  60X  to  bo  reasonable  for  amall  banks  to  neet  the 
alternative  asaessnent  standard. 

Somohow,  BOB«tira«,  you  folks  at  th»  rDiC  need  to  take  a 
atand  and  say  to  the  Comptroller  of  the  Currency,  the  Board 
of  Govarnora  of  the  Federal  Reserve  Syatea,  the  Treasury 
Departaent,  the  Souse  of  Reproseatatives,  tho  Senate,  and 
yea,  even  the  President  of  the  United  States,  loot  folks  we 
have  a  really  good  record  with  the  banks  we  euperv'lae.   They 
are  tho  atrongest,  beat  run  banks  la  the  united  States 
becau&e  we  insure  them,  work  with  them  and  keep  thesi  on  track 
when  they  stray! ! I 
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Mr.     Ho/la    R.     Bobinson 

Executive    Director 

Federal    D«pd<lt    Inauranca   Corporation 

WAahingCoB,     DC       20429 

Paga   Two 

We  aro  proud  that  w«  eerva  all  segments  of  our  coitmunitr 
BL«d  only  Kopa  that  you  will  allow  ua  to  ajjcTid  our  time  in  the 
futuro    oerving   rather   than  complying   with   absurd    regulation- 

Sincerely    yourOi 


Jaaea  A.    Kelly 
Obairmaa 


JAKiebf 

BCC:    Honorable   Richard  Shelby 
United  State   Senate 
509   Hart   Senate   orflce   Bulid 
WashlngtoQ.    DC     20510 
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RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  MURRAY 
FROM  RICKI  RHODARMER  TIGERT 

Q.l.  I  see  that  you  are  a  student  of  international  banking.  Could 
you  share  with  the  Committee  how  America's  banking  regulatory 
regime  compares  with  those  of  other  industrialized  countries,  and 
if  you  favor  the  Administration's  plan  to  consolidate  the  regulators. 
A.1.  America's  banking  and  regulatory  systems  are  different  from 
those  of  other  industrialized  countries.  This  is  due  in  part  to  the 
fact  that  the  United  States  has  developed  under  a  Federal  and 
State  chartering  system  and  has  far  more  depository  institutions 
than  any  other  industrialized  nation,  as  well  as  to  the  fact  that  the 
United  States  has  a  bigger  and  more  diverse  economy.  The  super- 
visory structure  in  other  industrialized  nations  varies  from  country 
to  country  but  generally  is  administered  by  a  banking  commission 
or  commissions,  a  central  bank,  or  a  combination  thereof. 

For  example,  in  Switzerland  an  independent  banking  commission 
consisting  of  members  appointed  by  the  federal  government  super- 
vises the  banking  system.  The  commission  reports  directly  to  the 
federal  government.  In  Germany  a  separate  banking  authority  is 
responsible  for  banking  supervision  with  a  less  direct  role  as  well 
for  the  central  bank.  In  Australia  and  England  the  central  bank  is 
responsible  for  supervising  the  country's  banking  system  and  in 
France  a  number  of  different  supervisory  authorities  are  respon- 
sible. 

The  supervisory  process  also  can  vary.  For  example,  in  England 
it  consists  of  a  program  of  regular  detailed  discussions  with  the 
senior  management  of  supervised  institutions  based  on  periodic 
statistical  reports,  rather  than  a  system  of  onsite  inspections.  In 
Germany  the  outside  auditor  plays  a  prominent  role  in  reporting 
to  government  authorities  on  the  adequacy  of  the  institution's  ac- 
counting and  other  records. 

There  is  a  real  need  to  reduce  the  undue  regulatory  burden  on 
U.S.  depository  institutions,  and  I  applaud  the  Senate  Banking 
Committee  for  its  leadership  in  addressing  the  need  to  rationalize 
the  regulatory  structure.  As  I  indicated  in  my  confirmation  hear- 
ings, I  support  the  Administration's  proposal  to  restructure  bank- 
ing agencies.  A  thoughtful  consolidation  of  the  agencies  v^ould  re- 
duce the  costs  to  institutions  from  duplicative  examinations  and 
overlapping  regulation. 

Q.2.  I  know  the  FDIC  is  responsible  for  enforcing  the  Community 
Reinvestment  Act.  There  is  probably  no  single  issue  I  have  heard 
more  about  from  bankers  in  the  State  of  Washington  than  CRA  re- 
form. What  are  your  thoughts  about  the  Administration's  proposal 
to  reform  CRA,  and  do  you  feel  this  reform  is  as  urgently  needed 
as  some  people  suggest? 

A.2.  I  support  the  efforts  of  the  Administration  and  the  bank  regu- 
latory agencies  in  their  goals  of  evaluating  CRA  based  on  the  per- 
formance of  banks  rather  than  the  weight  of  their  paperwork.  No 
one  believes  the  current  system  works  well.  The  consumer  groups 
are  concerned  about  "rating  inflation,"  and  the  bankers  are  con- 
cerned about  the  time  and  expense  necessary  to  comply— time  and 
money  that  they  believe  could  be  used  for  productive  lending. 
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If  confirmed,  consumer  issues  in  general  will  be  one  of  my  top 
priorities.  All  Americans  must  have  full  and  fair  access  to  bank 
services  and  that  means  eflFective  enforcement  of  fair  lending  laws 
and  community  reinvestment  requirements.  It  is  my  belief  that 
these  goals  can  be  met  while  at  the  same  time  not  overburdening 
banks  with  paperwork.  I  am  not  convinced  that  the  goal  of  per- 
formance is  incompatible  with  reducing  burdensome  paperwork. 

Q.3.  Foreign  Banks.  The  foreign  banking  provisions  of  FDICIA  en- 
acted by  Congress  in  1991  permitted  foreign  banks  to  continue  to 
do  their  wholesale  commercial  banking  business  in  this  country 
through  branches.  However,  it  required  foreign  banks  that  wished 
to  take  retail  insured  deposits  whose  safety  will  be  backed  by 
American  taxpayers  to  do  so  only  through  subsidiary  banks  incor- 
porated in  this  country  and  not  through  branches  of  the  foreign 
parent.  This  provision  was  originally  advocated  by  the  FDIC  in 
1978,  and  your  predecessor  Bill  Taylor  testified  in  favor  of  it  during 
a  1991  appearance  before  this  Committee.  Do  you  agree  with  your 
predecessor  that  that  provision  makes  sense? 

A.3.  I  understand  the  concerns  that  led  Congress  to  impose  the  re- 
quirement that  foreign  banks  accept  insured  deposits  only  through 
a  subsidiary.  In  general  I  believe  that  the  principle  of  national 
treatment  embodied  in  the  International  Banking  Act  of  1978 
should  apply.  This  means  that  foreign  banks  should  be  regulated 
in  a  manner  that  is  the  same  or  comparable  to  that  for  domestic 
institutions.  I  believe  this  approach  is  also  likely  to  encourage  for- 
eign countries  to  give  U.S.  banks  access  to  their  markets.  For  those 
countries  that  continue  to  refuse  to  give  U.S.  banks  national  treat- 
ment, stronger  measures  may  be  necessary,  including  those  pro- 
vided by  the  proposed  Fair  Trade  in  Financial  Services  Act. 

RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  D'AMATO 
FROM  RICKI  RHODARMER  TIGERT 

Q.l.  Ms.  Tigert,  I  am  concerned  about  abuses  that  have  occurred 
in  some  conversions  of  mutual  savings  banks  to  stock  form.  As  you 
know,  in  some  of  these  transactions  the  officers  and  directors  of  the 
bank,  the  "insiders"  have  reaped  a  windfall  at  the  expense  of  the 
depositors. 

The  FDIC  has  the  authority  to  regulate  these  transactions  with 
respect  to  State  chartered  savings  banks.  On  January  24,  the  FDIC 
issued  a  proposed  policy  statement  on  this  issue.  Comptroller  of  the 
Currency  Ludwig  stated  that  this  proposal  "fails  to  address  the 
abuses  that  are  now  occurring."  He  also  said  that  the  proposal 
"would  permit  insiders  to  continue  unjustly  appropriating  the  value 
of  mutual  savings  banks  when  they  co[n]vert  to  stock  ownership." 

Last  week,  the  FDIC  issued  a  press  release  stating  that  it  is 
"now  considering  adopting  its  own  safeguards." 

Do  you  view  the  issue  of  depositor  rights  in  these  conversions  as 
a  serious  problem  that  should  be  addressed  by  the  FDIC?  As  Chair- 
person of  the  agency,  will  you  see  to  it  that  tnis  has  a  high  priority 
on  the  agency's  agenda,  and  that  meaningful  regulations  will  be  is- 
sued? 

Au.1.  The  important  question  that  must  be  asked  about  mutual  to 
stock  conversions  is  whether  the  officers  and  directors  are  abusing 
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or  appear  to  be  taking  self-interested  advantage  of  their  insider  po- 
sitions to  profit  from  the  conversions  in  ways  that  the  institution's 
own  depositors — and  owners — cannot.  Even  the  appearance  of  in- 
sider abuse  potentially  damages  the  credibility  of  the  U.S.  financial 
system  and  ultimately  its  soundness.  This  is  particularly  true  given 
the  widespread  public  reports  of  insider  abuse  in  connection  with 
thrift  failures,  which  further  fuels  concerns  about  insider  dealings. 
Like  reputation  for  individuals,  credibility  is  all  the  system  has  in 
the  end,  and  that  credibility  must  be  protected. 

I  am  particularly  concerned  about  recent  press  reports  that  an 
institution  in  Wisconsin  is  being  converted  through  stock  offered 
only  to  insiders  and  the  resulting  institution  will  have  less  capital 
at  the  end  of  the  transaction.  That  greatly  troubles  me.  Not  having 
any  specific  facts  about  the  transaction,  I  admire  the  recent,  very 
decisive  action  taken  by  the  Superintendent  of  Banks  of  the  State 
of  New  York,  Derrick  Cephas,  who  stripped  windfall  profits  from 
insiders  in  a  New  York  institution  because  they  undervalued  the 
stock  offered  in  the  initial  offering  as  part  of  the  conversion.  I  ap- 
plaud Superintendent  Cephas'  strong  action. 

I  understand  that  lawyers  at  the  FDIC  have  questioned  whether 
the  FDIC  has  sufficient  legal  authority  to  deal  with  the  issue  of 
mutual  to  stock  conversions.  If  that  is  a  problem,  I  favor  legislation 
to  provide  a  clear  grant  of  authority  to  the  FDIC  in  this  area.  As 
the  insurer  of  all  banks  and  thrift  institutions,  it  is  important  for 
the  FDIC  to  have  clear  authority  to  prevent  abuse  and  the  siphon- 
ing off  of  the  value  of  institutions  for  personal  gain. 

Q.2.  Ms.  Tigert,  as  the  bank  insurance  fund  continues  to  grow, 
there  will  soon  become  a  larger  and  larger  discrepancy  between  the 
premiums  charged  banks  and  the  premiums  charged  thrift  institu- 
tions. If  this  discrepancy  becomes  large  enough,  it  could  actually 
lead  to  additional  failures  of  thrift  institutions.  Are  you  concerned 
about  this  problem?  Do  you  have  any  proposed  solutions? 

A.2.  The  Bank  Insurance  Fund  (BIF)  is  expected  to  be  recapitalized 
within  the  next  several  years,  perhaps  by  the  year  1996.  At  that 
time,  it  is  highly  likely  that  BIF-member  premiums  will  be  re- 
duced. The  Savings  Association  Insurance  Fund  (SAIF)  is  not  ex- 
pected to  be  recapitalized  as  quickly.  As  a  result,  a  premium  dif- 
ferential will  exist.  Even  after  both  funds  are  recapitalized,  a  pre- 
mium differential  is  likely  to  exist  for  a  considerable  period  because 
of  the  SAIFs  obligation  to  fund  FICO  interest  payments  until  the 
year  2019. 

There  could  be  several  conseouences  of  a  large  premium  differen- 
tial between  the  BIF  and  the  SAIF.  SAIF-members  could  be  placed 
at  a  competitive  disadvantage  because  of  their  higher  cost  of  funds, 
which  may  reduce  profits  and  impair  their  ability  to  raise  funds  in 
the  capital  m.arkets.  A  differential  creates  an  incentive  for  SAIF- 
insureS  institutions  to  minimize  premium  costs  by  shrinking  the 
base  against  which  assessments  are  levied.  This  can  be  accom- 
plished in  a  variety  of  ways  despite  the  moratorium  on  conversions 
of  SAIF-  to  BIF-insured  institutions  and  even  if  the  assessment 
base  is  broadened  to  include  other  direct  funding  sources.  The  net 
result  could  be  a  dramatic  shrinkage  of  the  assessment  base,  and 
therefore  assessment  revenue,  that  outpaces  any  increase  in  pre- 
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mium  rates.  This  could  ultimately  frustrate  any  attempt  to  recapi- 
talize the  SAIF  and  to  fund  FICO  payments. 

This  is  a  serious  problem,  which  I  know  the  Congress  has  been 
looking  at  for  several  years.  I  would  be  happy  to  work  with  the 
Congress  in  efforts  to  deal  with  the  issue. 

Q.3.  Ms.  Tigert,  I  have  introduced  legislation  to  facilitate  the 
securitization  of  small  business  loans,  by  removing  regulatory  im- 
pediments. I  believe  that  this  legislation  will  [be]  very  effective  in 
providing  capital  for  our  small  businesses.  I  would  like  to  hear  your 
views  on  this  issue. 

A.3.  I  believe  that  the  Small  Business  Loan  Securitization  and  Sec- 
ondary Market  Enhancement  Act  of  1993  (S.  384)  would  be  a  posi- 
tive step  toward  meeting  the  important  goal  of  increasing  small 
business  capital  formation.  Securitization  is  an  effective  way  to  add 
liquidity  to  financial  markets.  It  has  been  successful  in  other  lend- 
ing areas  and  has  the  potential  to  be  effective  for  small  business 
loans.  There  are  a  few  technical  issues  in  the  legislative  proposal 
that  I  would  like  to  study  in  greater  detail,  but  in  general  I  support 
your  approach. 

Q.4.  Ms.  Tigert,  many  people  in  the  banking  industry  complain 
that  there  is  an  undue  regulatory  burden  that  saddles  our  financial 
institutions.  This  burden  makes  credit  more  expensive  for  consum- 
ers and  restricts  the  flow  of  credit  to  small  business.  Do  you  share 
this  belief?  If  so,  how  would  you  work  to  reduce  regulatory  burden 
while  maintaining  the  safe  and  sound  operation  of  our  banking  sys- 
tem? 

A.4.  There  is  a  significant  balance  that  must  be  maintained  be- 
tween the  need  to  regulate  the  safety  and  soundness  of  banks  and 
thrifts  while  freeing  them  to  be  more  productive  participants  in  the 
financial  marketplace.  It  is  not  an  easy  balance  at  times,  but  it  is 
a  balance  we  must  maintain  if  we  are  to  avoid  seeing  the  banks' 
share  of  the  financial  marketplace  further  decline.  That  last  point 
is  particularly  important  for  smaller  communities  across  America — 
like  the  small  town  in  Tennessee  where  I  grew  up — which  depend 
upon  banks  to  provide  credit  as  their  life's  blood. 

There  is  a  real  need  to  reduce  the  undue  regulatory  burden  on 
depository  institutions,  and  I  applaud  the  Senate  Banking  Commit- 
tee for  its  leadership  in  addressing  the  need  to  rationalize  the  regu- 
latory structure.  As  I  stated  in  my  confirmation  hearings,  banks 
must  be  relieved  from  confusing,  duplicative,  and  overlapping  regu- 
lation that  is  not  essential  to  safety  and  soundness.  We  need  to 
make  certain  that  the  Government  itself  is  not  partly  responsible 
for  the  declining  role  of  banks  in  providing  credit  and  accepting 
American  savings.  For  these  reasons  I  support  regulatory  consoli- 
dation. In  addition,  if  confirmed  to  be  Chairwoman  of  the  FDIC,  I 
would  undertake  an  in-depth  review  of  all  regulations  under  the 
FDIC's  jurisdiction. 

Q.5.  Last  year,  the  banking  agencies  published  a  proposed  revision 
in  their  Community  Reinvestment  Act  (CRA)  regulations.  Under 
the  proposal,  small  banks  (under  $250  million)  would  be  presumed 
to  have  a  satisfactory  record  if  their  loan  to  deposit  ratio  was  at 
least  60  percent.  According  to  the  Federal  Reserve  staff,  only  about 
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one-half  of  the  small  banks  in  the  country  meet  the  60  percent  test. 
Do  you  support  revising  the  current  CRA  evaluation  process?  Do 
you  think  that  the  60  percent  test  should  be  adjusted  to  include 
more  small  banks? 

A.5.  As  I  stated  in  my  opening  statement  before  the  Committee, 
every  American  must  have  full  and  fair  access  to  bank  services.  I 
am  committed  to  fighting  lending  discrimination  and  to  enforcing 
community  reinvestment  requirements. 

I  understand  that  the  proposed  revisions  to  CRA  regulations  are 
intended  to  advance  the  goal  of  judging  banks  on  their  performance 
in  this  area  rather  than  on  the  weight  of  their  paperwork.  Many 
bankers  say  that  CRA  regulations,  together  with  other  regulatory 
requirements,  leave  them  little  time  to  do  the  very  thing  the  CRA 
is  meant  to  encourage — to  make  loans.  Community  organizations 
feel  that  more  emphasis  needs  to  be  placed  on  results  and  that  we 
need  more  data  to  monitor  institutions.  I  support  revising  the  cur- 
rent CRA  evaluation  process  in  a  way  that  puts  more  emphasis  on 
performance  and  less  on  paperwork. 

The  proposed  revisions  to  the  CRA  regulations  are  still  subject 
to  notice-and-comment  rule-making  procedures  under  the  Adminis- 
trative Procedure  Act.  If  confirmed  by  the  United  States  Senate,  I 
would  be  participating  in  the  FDIC's  review  of  public  comments 
and  its  decisions  on  a  final  regulation.  For  that  reason,  I  cannot  de- 
termine, prior  to  a  review  of  the  comments,  what  final  form  a  par- 
ticular provision  should  take.  In  general  I  would  say  that  a  bright- 
line  number  for  the  loan-to-deposit  ratio  probably  does  not  make 
sense,  because  circumstances — and  lending  opportunities — vary 
from  institution  to  institution,  based  upon  its  size  and  the  nature 
of  its  community  and  competition. 

Q.6.  A  number  of  commentators  and  analysts  have  suggested  that 
the  FDIC  consider  pooling  classified  bank  loans  and  then  selling 
the  pools  to  interested  buyers,  perhaps  in  conjunction  with  the  pri- 
vate sector.  They  argue  that  the  FDIC,  and  thus  the  taxpayer, 
could  potentially  benefit  by  realizing  a  more  favorable  price  on 
some  pooled  loan  portfolios,  particularly  those  with  similar  charac- 
teristics, and  by  eliminating  the  middlemen  which  often  purchase 
classified  loans  from  banks  at  firesale  prices  subsequently  selHng 
them  for  substantial  profits.  Could  you  please  comment  on  the  con- 
cept of  the  FDIC  implementing  a  program,  even  on  a  pilot  basis, 
which  would  enable  banks,  on  a  voluntary  basis,  to  pool  non-per- 
forming loans  for  sale  at  auction?  Does  the  FDIC  have  the  author- 
ity to  implement  this  approach? 

A.6.  I  would  be  willing  to  study  the  concept  of  a  program  to  pool 
the  non-performing  loans  of  open  institutions.  I  would  want  to  ex- 
amine why  no  private  sector  organization  has  found  this  concept  to 
be  a  profitable  activity.  I  would  also  be  concerned  about  an  appar- 
ent conflict  of  interest  in  the  FDIC  administering  a  "voluntary" 
program  involving  the  same  assets  and  institutions  that  it  super- 
vises. I  would  be  happy  to  explore  these  and  other  technical  aspects 
of  such  a  proposal  as  appropriate. 
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RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  MACK 
FROM  RICKI  RHODARMER  TIGERT 

Q.l.  I  have  heard  from  constituents  that  the  FDIC  has  expanded 
its  use  of  the  D'Oench  Duhme  Doctrine  in  recent  years  to  obtain 
the  dismissal  of  claims  against  failed  banks  even  where  no  "asset" 
of  the  bank  was  at  issue.  In  my  view,  this  goes  against  the  original 
intent  of  Congress  in  codifying  the  Doctrine. 

Where  a  claim  for  breach  of  fiduciary  duty,  fraud,  or  negligence 
is  brought  under  Florida  law  against  a  bank  that  subsequently 
fails,  should  the  FDIC  invoke  D'Oench  Duhme  to  seek  dismissal  of 
the  claim? 

A.1.  The  D'Oench  Duhme  Doctrine  establishes  that  claims  cannot 
be  made  on  a  financial  institution  without  written  proof  of  the 
claim.  As  I  have  no  personal  experience  in  applying  this  Doctrine, 
I  am  not  certain  how  it  would  apply  in  all  individual  situations.  In 
my  view  the  requirement  of  documentary  proof  prevents  fraud  and 
abuse  from  claims  that  are  not  meritorious.  In  addition,  since  1991 
the  FDIC  has  an  obligation  to  resolve  failed  institutions  in  the 
manner  that  is  least  costly  to  the  insurance  funds.  The  FDIC  must 
be  able  to  rely  on  the  completeness  of  a  bank's  records  in  order  to 
make  an  accurate  determination  of  the  least  cost  approach.  The 
D'Oench  Doctrine  is  intended  to  restrict  claims  that  cannot  be  iden- 
tified from  the  failed  bank's  records. 

While  the  Doctrine  is  intended  to  achieve  important  public  policy 
objectives,  I  believe  that  it  should  be  used  with  care  in  order  to 
acnieve  those  goals  and  not  arbitrarily  to  deny  claims  for  which 
other  proof  is  available.  I  believe,  for  example,  that  suppliers  of 
goods  and  services  to  failed  banks  should  be  paid  if  the  institution 
received  the  benefit  of  the  goods  and  services. 

I  am  aware  that  some  particular  concerns  about  the  application 
of  D'Oench  have  been  expressed.  If  I  am  confirmed  by  the  Senate, 
I  will  review  its  use  to  determine  whether  the  FDIC's  guidelines 
on  the  use  of  the  D'Oench  Duhme  Doctrine  should  be  modified. 

Q.2.  Some  have  suggested  that  the  FDIC's  expansive  use  of  the 
D'Oench  Duhme  Doctrine  has  had  a  "chilling  effect"  on  parties  with 
legitimate  claims  against  banks.  Individuals  and  small  businesses 
are  told  by  their  attorneys  that  it  does  not  make  sense  to  go  after 
their  claims  because  the  FDIC  will  wield  D'Oench  Duhme  to  get  a 
dismissal.  Do  you  feel  that  the  D'Oench  Duhme  Doctrine  has  been 
expanded  to  the  point  where  legitimate  claims  are  not  being 
brought? 

A-2.  If  I  am  confirmed  by  the  Senate,  I  will  assure  that  there  is 
an  appropriate  balance  between  the  FDIC's  responsibility  to  maxi- 
mize recoveries  to  the  Bank  Insurance  Fund  and  the  need  to  be  fair 
to  individuals  with  valid,  provable  claims.  I  do  not  believe  the 
D'Oench  Duhme  Doctrine  should  be  applied  by  the  FDIC  in  such 
a  way  as  to  "chill"  legitimate  provable  claims. 

Q.3.  As  you  may  know.  Senator  Shelby  and  I  have  introduced  legis- 
lation that  would  give  the  regulators  the  DISCRETION  to  examine 
well-capitalized  community  banks  with  a  composite  rating  of  good 
(CAMEL  2)  on  an  18-month  exam  cycle  rather  than  a  12-month 
cycle.  This  proposal  would  not  change  the  discretion  of  agencies  to 
examine  these  institutions  more  frequently  if  they  deem  necessary. 
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I  believe  that  this  amendment  may  actually  improve  safety  and 
soundness  by  allowing  the  agencies  to  focus  limited  resources  in 
troubled  areas  during  regional  downturns  without  having  to  worry 
about  strict  legislatively  mandated  timetables.  If  this  amendment 
is  passed  do  you  believe  that  it  could  be  implemented  in  a  way  not 
to  affect  safety  and  soundness  while  eliminating  some  [of]  the  un- 
necessary costs  of  examination  on  well  run  institutions? 
A.3.  FDICIA  permits  an  18-month  examination  cycle  for  banks  of 
less  than  $100  million  in  size  if  they  are  well  capitalized,  well  man- 
aged and  composite  condition  is  outstanding.  This  has  been  inter- 
preted to  mean  CAMEL  "1."  Amending  the  statute  to  include 
CAMEL  "2"  institutions  would  provide  more  discretion  and  would, 
I  am  told,  increase  the  number  of  institutions  eligible  from  very 
few  to  a  meaningful  number.  While  I  believe  that  in  general  annual 
examinations  are  necessary  to  assure  the  safety  and  soundness  of 
banks,  I  have  no  objection  to  a  decision  by  the  Congress  to  provide 
more  discretion  in  this  area. 

Q.4.  I  was  encouraged  by  your  understanding  of  the  disproportion- 
ate impact  that  regulatory  burdens  have  on  community  banks 
which  cannot  spread  these  costs  over  a  large  asset  base.  I  would 
be  interested  in  your  thoughts  about  what  can  be  done  to  ease 
some  of  these  burdens. 

A.4.  It  is  my  view  that  banks  should  be  relieved  from  regulation 
that  is  not  essential  to  safety  and  soundness.  Reduction  of  regu- 
latory-burden has  many  pieces  and  it  may  have  to  be  addressed  not 
in  one  fell  swoop,  but  by  looking  for  a  series  of  individual  steps  that 
can  be  taken  to  make  the  regulatory  structure  more  efficient  and 
less  burdensome.  In  every  regulation,  we  need  to  consider  whether 
it  needs  to  apply  to  all  institutions  in  the  same  manner  or  whether 
some  institutions  can  be  exempted  totally  or  in  part  because  of  the 
unnecessary  burden.  This  differential  application  of  regulations  al- 
ready exists  for  such  matters  as  reporting  of  financial  data  in  call 
reports,  maximum  loans  to  directors,  calculation  of  risk-based  cap- 
ital ratios,  frequency  of  examinations,  and  prohibitions  on  manage- 
ment interlocks.  Secondly,  other  than  distinguishing  by  size  or  lo- 
cation, we  should  look  at  all  regulations  and  laws  to  see  whether 
in  hindsight  some  modification  or  even  repeal  is  warranted.  These 
changes  could  reduce  burden  for  all  institutions,  regardless  of  size. 
If  confirmed  by  the  Senate,  I  will  institute  a  review  of  the  FDIC's 
outstanding  regulations  to  assure  that  burdensome  rules  unneces- 
sary to  safety  and  soundness  are  eliminated.  Finally,  a  healthier, 
profitable  industry  with  fewer  problems  and  fewer  failures  will  re- 
quire less  Government  intervention  and  allow  more  freedom  with 
appropriate  examination  oversight  for  qualified  managers  to  oper- 
ate with  less  regulatory  constraint. 

RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  FAIRCLOTH 
FROM  RICKI  RHODARMER  TIGERT 

Q.l.  When  Congress  codified  the  D'Oench  Duhme  Doctrine,  it  in- 
tended to  establish  procedural  hurdles  for  anyone  contesting  the 
FDIC's  interest  in  an  "asset"  of  a  bank,  such  as  an  outstanding 
loan.  However,  in  recent  years,  the  FDIC  has  expanded  its  use  of 
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the  Doctrine  to  obtain  the  dismissal  of  claims  not  necessarily  con- 
testing an  "asset"  of  a  failed  bank. 

In  how  many  cases  since  1989  has  the  FDIC  used  the  D'Oench 
Duhme  Doctrine  to  obtain  dismissal  of  a  claim  against  a  failed 
bank  where  the  claim  did  not  specifically  concern  the  FDIC's  inter- 
est in  an  "asset"  of  the  failed  bank? 

A.1.  Because  I  do  not  currently  work  at  the  FDIC,  I  do  not  have 
access  to  the  information  requested.  I  agree  that  this  information 
would  be  useful  in  analyzing  the  question  you  raise.  If  I  am  con- 
firmed by  the  Senate,  I  will  request  this  information  from  the 
FDIC  staff. 

Q.2.  The  D'Oench  Duhme  Doctrine  has  been  increasingly  used  by 
the  Government  to  avoid  ordinary  commercial  obligations  of  failed 
banks.  Should  the  D'Oench  Duhme  Doctrine  apply  in  the  following 
scenarios:  (a)  A  bank  loan  has  been  paid  off  in  full.  After  discover- 
ing potential  negligence  and  breach  of  fiduciary  duty  by  the  bank 
in  connection  with  the  loan,  the  borrower  subsequently  sues  the 
bank  for  breach  of  fiduciary  duty,  fraud,  and  negligence.  The  bank 
fails  and  the  FDIC,  acting  as  receiver,  seeks  dismissal  of  the  claim 
in  Federal  court  citing  D'Oench  Duhme.  (b)  A  general  contractor 
performs  $12,000  wortn  [of]  services  on  a  property  for  a  bank  pur- 
suant to  an  oral  agreement.  After  non-payment,  the  contractor  files 
a  mechanic's  lien  against  the  property.  The  bank  fails  and  when 
the  contractor  seeks  payment  from  the  RTC,  the  RTC  responds  by 
citing  D'Oench  Duhme  in  its  motion  to  dismiss. 

A.2.  The  D'Oench  Duhme  Doctrine  establishes  that  claims  cannot 
be  made  on  a  financial  institution  without  written  proof  of  the 
claim.  As  I  have  no  personal  experience  in  applying  this  Doctrine, 
I  am  not  certain  how  it  would  apply  in  all  individual  situations.  In 
my  view  the  requirement  of  documentary  proof  prevents  fraud  and 
abuse  from  claims  that  are  not  meritorious.  In  addition,  since  1991 
the  FDIC  has  an  obligation  to  resolve  failed  institutions  in  the 
manner  that  is  least  costly  to  the  insurance  funds.  The  FDIC  must 
be  able  to  rely  on  the  completeness  of  a  bank's  records  in  order  to 
make  an  accurate  determination  of  the  least  cost  approach.  The 
D'Oench  Doctrine  is  intended  to  restrict  claims  that  cannot  be  iden- 
tified from  the  failed  bank's  records. 

While  the  Doctrine  is  intended  to  achieve  important  public  policy 
objectives,  I  believe  that  it  should  be  used  with  care  in  order  to 
acnieve  those  goals  and  not  arbitrarily  to  deny  claims  for  which 
other  proof  is  available.  I  believe,  for  example,  that  suppliers  of 
goods  and  services  to  failed  banks  should  be  paid  if  the  institution 
received  the  benefit  of  the  goods  and  services. 

I  am  aware  that  some  particular  concerns  about  the  application 
of  D'Oench  have  been  expressed.  If  I  am  confirmed  by  the  Senate, 
I  will  review  its  use  to  determine  whether  the  FDIC's  guidelines 
on  the  use  of  the  D'Oench  Duhme  Doctrine  should  be  modified. 

Q.3.  Some  have  suggested  that  the  FDIC's  aggressive  use  of  the 
D'Oench  Duhme  Doctrine  has  had  a  "chilling  effect"  on  aggrieved 
individuals  and  small  businesses  with  legitimate  claims  against 
failed  banks.  Do  you  believe  that  there  is  an  adequate  balance  be- 
tween the  FDIC  and  aggrieved  parties  who  desire  a  hearing  on  the 
merits  of  their  claims  against  failed  banks? 
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A.3.  If  I  am  confirmed  by  the  Senate,  I  will  assure  that  there  is 
an  appropriate  balance  between  the  FDIC's  responsibility  to  maxi- 
mize recoveries  to  the  Bank  Insurance  Fund  and  the  need  to  be  fair 
to  individuals  with  valid,  provable  claims.  I  do  not  believe  the 
D'Oench  Duhme  Doctrine  should  be  applied  by  the  FDIC  in  such 
a  way  as  to  "chill"  legitimate  provable  claims. 

RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  BENNETT 
FROM  RICKI  RHODARMER  TIGERT 

Q.l.  Congress  codified  the  D'Oench  Duhme  Doctrine  in  order  to  es- 
tablish procedural  hurdles  for  anyone  contesting  the  FDIC's  inter- 
est in  an  "asset"  of  a  bank,  such  as  an  outstanding  loan.  But,  the 
FDIC  has  expanded  its  use  of  the  Doctrine  to  deny  a  day  in  court 
to  parties  who  are  not  necessarily  contesting  the  value  of  a  bank 
"asset."  Should  the  FDIC  invoke  the  Doctrine  where  there  is  a 
claim  against  a  bank  for  negligence  or  for  services  performed  for 
the  bank?  Should  the  Doctrine  be  invoked  where  a  loan  has  been 
paid  off  in  full,  meaning  that  technically,  there  is  no  bank  "asset" 
at  issue? 

A.1.  The  D'Oench  Duhme  Doctrine  establishes  that  claims  cannot 
be  made  on  a  financial  institution  without  written  proof  of  the 
claim.  As  I  have  no  personal  experience  in  applying  this  Doctrine, 
I  am  not  certain  how  it  would  apply  in  all  individual  situations.  In 
my  view  the  requirement  of  documentary  proof  prevents  fraud  and 
abuse  from  claims  that  are  not  meritorious.  In  addition,  since  1991 
the  FDIC  has  an  obligation  to  resolve  failed  institutions  in  the 
manner  that  is  least  costly  to  the  insurance  funds.  The  FDIC  must 
be  able  to  rely  on  the  completeness  of  a  bank's  records  in  order  to 
make  an  accurate  determination  of  the  least  cost  approach.  The 
D'Oench  Doctrine  is  intended  to  restrict  claims  that  cannot  be  iden- 
tified from  the  failed  bank's  records. 

While  the  Doctrine  is  intended  to  achieve  important  public  pohcy 
objectives,  I  believe  that  it  should  be  used  with  care  in  order  to 
achieve  those  goals  and  not  arbitrarily  to  deny  claims  for  which 
other  proof  is  available.  I  believe,  for  example,  that  suppliers  of 
goods  and  services  to  failed  banks  should  be  paid  if  the  institution 
received  the  benefit  of  the  goods  and  services. 

I  am  aware  that  some  particular  concerns  about  the  application 
of  D'Oench  have  been  expressed.  If  I  am  confirmed  by  the  Senate, 
I  will  review  its  use  to  determine  whether  the  FDIC's  guidehnes 
on  the  use  of  the  D'Oench  Duhme  Doctrine  should  be  modified. 
Q.2.  With  courts  apparently  split  on  the  proper  interpretation  of 
the  D'Oench  Duhme  Doctrine  in  cases  not  involving  an  "asset, 
isn't  there  a  need  for  le^slation  that  would  clarify  the  harmful  and 
unintended  effects  of  this  provision  of  banking  law? 
A.2.  I  have  not  had  an  opportunity  to  study  all  of  the  issues  and 
pubhc  policies  surrounding  proposals  to  modify  application  of  the 
D'Oench  Doctrine  by  statute.  As  a  result,  it  would  be  premature  for 
me  to  respond  to  the  question  at  this  time.  I  can  assure  you,  how- 
ever, that  I  will  review  suggestions  for  modifications  carefully  in 
order  to  respond  to  your  concerns  surrounding  the  public  policies 
advanced  by  the  D'Oench  Doctrine. 
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Q.3.  I  am  aware  of  cases  in  which  the  FDIC  and  RTC  used  the 
D'Oench  Duhme  Doctrine  against  small  businesses  that  made 
claims  for  services  performed  for  a  bank.  In  Ramins  &  Sons  vs. 
RTC,  for  example,  a  general  contractor  tried  to  get  payment  for 
$12,000  of  work  he  performed  for  a  Pennsylvania  bank  pursuant  to 
an  oral  agreement.  Do  you  believe  that  tne  D'Oench  Duhme  Doc- 
trine was  originally  intended  to  permit  the  FDIC  to  extinguish  or- 
dinary commercial  obligations  of  failed  banks? 

A.3.  I  am  not  familiar  with  the  facts  underlying  the  Ramins  case 
referenced  in  your  question.  In  general,  it  is  my  view  that  if  serv- 
ices have  been  performed  for  a  bank  and  the  bank  received  the 
benefit  of  those  services,  the  D'Oench  Doctrine  should  not  be  ap- 
plied to  avoid  payment.  If  confirmed  by  the  Senate,  I  will  work  to 
insure  that  the  D'Oench  Doctrine  is  applied  consistent  with  the 
public  policies  it  is  designed  to  fulfill  and  not  to  avoid  payment  to 
suppliers  of  goods  and  services  actually  received  by  the  bank. 

Q.4.  There  seems  to  be  a  general  misconception  held  by  a  substan- 
tial number  of  FDIC  staff  that  the  Utah  industrial  loan  corpora- 
tions "bankrupted"  a  State  insurance  fund  and  were  then  forced  to 
switch  to  the  FDIC.  Also,  some  have  suggested  that  Industrial 
Loan  Corporations  are  merely  "loophole"  organizations  and  should 
be  discouraged  by  the  Federal  regulators.  Do  you  agree  with  these 
ideas?  If  not,  what  steps  will  you  take  to  address  this  misconcep- 
tion with  the  FDIC  staff? 

A.4.  I  believe  that  regardless  of  the  type  of  charter,  all  insured  in- 
stitutions that  operate  in  a  safe  and  sound  manner  and  in  compli- 
ance with  applicable  laws  and  regulations  should  be  treated  fairly 
and  consistently  by  the  FDIC.  The  Congress  provided  an  exception 
for  industrial  loan  companies  in  revisions  to  the  Bank  Holding 
Company  Act  enacted  in  1987.  That  is  the  law  of  the  land  and 
should  be  enforced  as  the  Congress  intended.  If  I  am  confirmed,  I 
will  assure  that  this  exception  is  enforced  in  accordance  with  its 
terms,  and  that  no  prejudicial  action  is  taken  against  any  group  of 
sound  institutions. 

RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  RDEGLE 
FROM  ANDREW  "SKIP"  HOVE,  JR. 

General  Questions 

Q.l.  What  do  you  believe  are  the  biggest  potential  problems  facing 
the  American  banking  industry  today/ 

A.1.  The  most  significant  problems  facing  the  American  banking 
industry  today  are  a  continuing  loss  of  market  share  and  the  need 
to  adapt  to  new  financial  products  such  as  derivatives,  sales  of  in- 
surance and  securities,  insurance  underwriting,  and  securitization. 
The  banking  industry  has  experienced  a  significant  decline  in  its 
market  share  both  in  its  loan  activity  and  in  its  deposit  activity. 
This  loss  of  business  in  banking's  traditional  financial  services  has 
caused  many  banks  to  seek  other  financial  products  to  offer  their 
customers.  These  products  will  require  different  marketing  skills, 
controls,  and  management  techniques. 

Q.2a.  What  do  you  consider  the  major  issues  facing  the  FDIC 
today? 
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A.2a.  The  FDIC  faces  a  variety  of  major  issues  in  the  days  ahead. 
The  return  of  RTC  functions  and  personnel  to  the  FDIC,  together 
with  the  need  to  downsize  as  a  result  of  fewer  bank  and  thrift  fail- 
ures, will  present  difficult  challenges  to  the  FDIC.  More  than  1,500 
permanent  RTC  employees  are  guaranteed  return  rights  to  the 
FDIC  when  their  functions  at  RTC  are  completed,  or  when  those 
functions  are  returned  to  the  FDIC. 

Possible  consolidation  of  the  depository  regulatory  agencies 
would  present  significant  organizational  and  staffing  problems,  and 
would  require  careful  study  of  the  role  of  FDIC  in  the  examination 
process  to  best  provide  necessary  information  about  the  insurer's 
risk. 

As  banks  and  thrifts  develop  new  financial  products,  the  FDIC 
will  need  to  expand  training  of  examiners  to  assure  their  com- 
petency in  analyzing  the  riskiness  of  such  products  and  their  effect 
on  an  institution's  financial  condition. 

The  FDIC  must  assure  the  full  recapitalization  of  the  insurance 
funds  as  soon  as  practicable.  Difficult  problems  will  arise  if,  as  ex- 
pected, the  Bank  Insurance  Fund  recapitalizes  before  the  Savings 
Association  Insurance  Fund  causing  a  significant  difference  in  pre- 
mium rates  for  banks  and  thrifts. 

The  FDIC,  along  with  the  other  financial  institutions  regulators, 
must  find  ways  to  improve  supervision  and  compliance  with 
consumer  laws  while  at  the  same  time  decreasing  regulatory  bur- 
den on  the  institutions. 

Condition  of  the  Industry 

Q.2b.  Outlook  for  the  Banking  and  Thrift  Industries:  Banks  made 
record  profits  last  year.  They  made  even  higher  profits  in  the  first 
quarter  this  year.  Yet  a  year  ago,  analysts  were  concerned  about 
the  outlook  for  the  industry.  How  do  you  see  the  outlook  for  the 
banking  industry?  Do  you  believe  tnat  the  United  States  is 
"overbanked"?  Do  you  share  the  concern  that  banking  is  in  long- 
term  decline,  losing  market  share  to  mutual  funds,  commercial 
lending  companies,  and  commercial  paper  markets? 

A.2b.  In  my  view,  the  outlook  for  the  banking  industry  depends  on 
whether  you  are  talking  about  the  near  term  or  the  long  term.  In 
the  near  term,  the  outlook  for  the  banding  industry  is  very  good. 
Nearly  all  of  the  indicators  are  headed  in  the  right  direction;  prob- 
lem assets  are  declining,  capital  positions  are  improving,  problem 
banks  are  declining  and,  of  course,  the  industry  is  earning  record 
profits.  A  number  of  factors  have  brought  this  about.  FDICIA,  low- 
interest  rates,  an  expanding  economy,  and  the  numerous  efforts  of 
bank  managers  all  have  been  instrumental  in  turning  the  industry 
around. 

When  it  comes  to  the  long  term,  however,  the  picture  is  not  near- 
ly as  clear.  The  one  indicator  that  has  not  been  moving  in  the  right 
direction  for  the  banking  industry  is  their  share  of  the  financial 
services  industry.  Banks  nave  been  losing  market  share  for  a  num- 
ber of  years.  I  am  concerned  about  this  trend. 

There  are  at  least  a  couple  of  explanations  for  this  loss  of  market 
share.  Some  might  argue  that  banks  are  simply  less  relevant  in 
providing  financial  services  than  they  were  20-,  30-,  or  40-years 
ago,  i.e.,  that  technological   changes  have  meant  that  non-bank 


110 

intermediaries  can  provide  an  array  of  financial  services  more  effi- 
ciently than  banks.  I  think  this  relates  to  your  question  of  whether 
the  U.S.  is  overbanked.  If  banks  are  less  relevant  in  today's  econ- 
omy and  our  regulatory  structure  does  not  allow  the  industry  to 
shrink  with  its  declining  relevance,  then  some  markets  could  be 
overbanked.  While  I  thinlt  this  may  occur  in  some  markets,  in  gen- 
eral, I  do  not  believe  the  U.S.  is  overbanked. 

A  second  reason  why  banks  may  be  losing  market  share  is  that 
our  regulation  of  banks  puts  them  at  a  competitive  disadvantage 
to  other  providers  of  financial  services.  I  personally  feel  that  this 
has  been  a  significant  factor  in  banks'  declining  share  of  the  finan- 
cial services  pie.  There  are  good  reasons  for  most  of  these  regula- 
tions and  they  provide  benefits  to  our  economy.  They  help  to  en- 
sure safety  and  soundness,  that  there  are  proper  disclosures  to  con- 
sumers and  that  there  is  equal  access  to  credit  and  banking  serv- 
ices. However,  in  promoting  these  essential  objectives,  it  also  is  es- 
sential that  we  do  it  in  a  way  that  does  not  overly  constrain  the 
industry's  ability  to  compete.  I  believe  this  is  one  of  our  major  chal- 
lenges. We  need  to  rethink  regulations  concerning  interstate  bank- 
ing and  branching,  as  well  as  our  current  restrictions  on  bank  pow- 
ers. We  also  need  to  make  sure  that  regulations  concerning 
consumer  protections  and  fair  lending  are  not  only  effective,  but 
also  efficient  in  terms  of  eliminating  unnecessaiy  burdens.  If  we 
can  do  these  things,  I  believe  the  long-term  outlook  for  the  banking 
industry  will  be  very  bright. 

Q.2c.  What  are  your  views  on  the  prospects  of  the  thrift  industry? 
A.2c.  My  views  here  are  much  the  same  as  for  the  banking  indus- 
try. Most  of  the  industry's  problem  institutions  have  been  resolved 
by  the  RTC  and  the  remaining  thrifts  have  made  a  remarkable  re- 
covery over  the  last  couple  of  years.  Of  the  remaining  active  thrifts, 
during  the  first  three  quarters  of  last  year  almost  95  percent  were 
profitable.  Thrifts'  average  return-on-assets  has  been  below  that  of 
banks,  but  during  the  first  three  quarters  of  last  year  it  was  still 
a  respectable  0.72  percent.  For  the  near  term,  the  prospects  for  the 
thrift  industry  are  good. 

As  with  banks,  long-term  prospects  are  less  clear  and  they  are 
less  clear  for  the  same  reasons  I  have  stated  above.  There  is  an  ad- 
ditional factor  that  will  have  a  negative  impact  on  thrifts.  Thrifts 
will  be  required  to  make  Financing  Corporation  (FICO)  payments 
in  the  fixed  amount  of  almost  $800  million  annually  until  the  year 
2019.  This  currently  amounts  to  about  10  basis  points  of  their  as- 
sessment base  and,  since  the  FICO  payments  are  fixed,  this  burden 
would  increase  if  the  deposit  base  of  the  thrift  industry  continues 
to  decline  in  the  future.  This  FICO  burden  adds  to  the  uncertainty 
concerning  the  prospects  of  the  thrift  industry  and  is  something 
that  should  be  monitored  closely  in  the  years  ahead. 

Q.3a.  Condition  of  BIF  and  SAIF:  Both  banks  and  thrifts  are  re- 
porting record  earnings,  but  their  respective  deposit  insurance 
funds  are  still  well  short  of  the  1.25  percent  designated  reserve 
ratio.  How  soon  do  you  believe  that  ratio  can  be  achieved  at  the 
BIF  and  the  SAIF? 

A.3a.  Barring  some  unforeseen  economic  difficulty,  such  as  a  reces- 
sion or  some  sectoral  problem,  the  FDIC  staff  is  estimating  that 
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the  BIF  will  reach  the  1.25  percent  reserve  ratio  by  the  end  of 
1996.  I  believe  that  estimate  is  very  reasonable.  The  FDIC  staff  es- 
timates that  SAIF,  on  the  other  hand,  would  not  be  recapitalized 
until  about  2003.  This  assumes  that  there  is  no  Treasury  funding 
and  that  the  thrift  assessment  base  and  assessment  rate  remain  at 
their  current  levels.  For  several  reasons,  there  is  much  greater  un- 
certainty associated  with  our  SAIF  estimates  than  with  our  BIF  es- 
timates. First,  thrift  assessments  just  began  to  flow  into  SAIF  dur- 
ing the  last  half  of  1993.  As  a  result,  SAIF  was  starting  from 
scratch,  while  BIF  was  already  several  billion  dollars  in  the  black. 
Second,  thrifts  have  the  added  burden  of  making  FICO  payments. 
This  means  that  thrifts  will  be  paying  higher  premiums  than 
banks  for  a  number  of  years.  Because  SAIF  has  further  to  go  before 
it  is  recapitalized  and  because  premium  differentials  between 
banks  and  thrifts  create  uncertainties  regarding  the  thrift  assess- 
ment base,  SAIF  estimates  are  necessarily  more  uncertain. 

Q.3b.  Do  you  anticipate  that  any  Treasury  funds  will  be  needed  to 
assist  the  SAIF? 

A.3b.  As  I  indicated  above,  FDIC  staff  is  currently  estimating  that 
SAIF  will  be  recapitalized  without  Treasury  funds  sometime 
around  the  year  2003.  Again,  however,  this  assumes  that  the  thrift 
assessment  base  will  remain  at  its  current  level.  If  premium  dif- 
ferentials between  banks  and  thrifts  put  thrifts  at  a  substantial 
competitive  disadvantage,  there  is  the  possibility  that  the  thrift  as- 
sessment base  could  shrink  and  SAIF  revenues  would  fall  below 
those  projected.  Under  such  scenarios,  Treasury  funds  may  be  nec- 
essary to  assist  SAIF. 

Q.3c.  Do  you  believe  it  makes  sense  to  merge  the  bank  and  thrift 
insurance  funds?  How  could  that  be  done  safely  and  fairly? 
A.3c.  BIF  and  SAIF  were  created  separately  to  insure  two  different 
industries,  each  of  which  have  somewhat  different  purposes.  More- 
over, FIRREA  created  the  two  funds  with  the  understanding  that 
banks  and  thrifts  would  be  responsible  for  separately  funding  their 
losses  and  separately  recapitalizing  their  insurance  funds.  At  this 
point,  I  believe  that  these  objectives  are  attainable  and  see  no  rea- 
son to  merge  the  funds. 

Premiums 

Q.4a.  Do  you  think  the  premiums  currently  being  paid  by  the 
banks  and  the  thrifts  are  about  right  or  should  they  be  raised  or 
lowered? 

A.4a.  Because  of  the  extraordinary  losses  incurred  by  the  deposit 
insurance  funds  in  the  1980's,  deposit  insurance  premiums  paid  by 
insured  financial  institutions  are  required  both  to  fund  current 
losses  and  to  rebuild  the  Bank  Insurance  Fund  (BIF)  and  the  Sav- 
ings Association  Insurance  Fund  (SAIF)  to  the  level  of  1.25  percent 
of  insured  deposits  prescribed  by  law.  Premiums  paid  by  SAIF 
members  must  also  fund  interest  on  bonds  issued  by  the  FICO  m 
1987-1989.  ^  .  - 

In  the  past  2  years,  banks  have  experienced  record  earnings  and 
thrifts'  earnings  have  greatly  improved.  During  this  period  insured 
institutions  were  paying  historically  high  premiums.  The  full  re- 
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capitalization  of  BIF  and  SAIF  and  the  obligations  of  PICO  are  of 
utmost  importance.  Insured  institutions  have  shown  that  they  can 
pay  insurance  premiums  at  existing  levels  without  unduly  jeopard- 
izing their  earnings  and  it  makes  sense  to  continue  the  premiums 
at  existing  levels  at  this  time  in  order  to  attain  full  capitalization 
as  soon  as  reasonably  possible.  Once  that  goal  is  obtained,  the  pre- 
miums can  be  reduced  to  a  level  that  will  cover  current  losses  and 
maintain  the  funds  at  appropriate  levels  given  changing  levels  of 
risk  exposure. 

Deposit  Insurance 

Q.5a.  What  changes,  if  any,  do  you  believe  should  be  made  to  our 
current  deposit  insurance  system.  For  example,  do  you  believe  that 
the  $100,000  should  be  lowered? 

A.5a.  The  $100,000  limit  on  deposit  insurance  has  existed  since 
1980.  The  limit  has  been  increased  from  time  to  time  from  the 
original  limit  of  $2,500  to  the  present  amount,  generally  in  re- 
sponse to  inflationary  pressures,  and  has  never  been  deceased.  Be- 
cause the  passage  of  time  has  somewhat  diminished  the  difference 
between  the  $100,000  limit  and  the  level  of  typical  deposits,  I  do 
not  see  the  need  for  any  decrease  in  the  limit  at  this  time.  Any  re- 
duction of  the  existing  limit  would  result  in  reshuffling  of  accounts 
among  insured  institutions  with  little  reduction  of  the  total  amount 
of  insured  deposits.  Nevertheless,  the  appropriate  limit  of  deposit 
insurance  is  an  issue  that  merits  careful  study  at  this  time  when 
financial  institutions  have  improved  their  financial  conditions.  Dis- 
cussions of  the  appropriate  level  of  deposit  insurance  will  not  be  as 
likely  to  have  a  destabilizing  effect  on  the  banking  and  thrift  indus- 
tries as  in  the  recent  past  when  depositors  had  concerns  about  the 
stability  of  their  financial  institutions  and  the  adequacy  of  the  de- 
posit insurance  funds. 

Q.5b.  How  can  more  market  discipline  be  imposed  on  the  banking 
system? 

A.5b.  Increased  market  discipline  was  the  goal  of  several  provi- 
sions of  the  Federal  Deposit  Insurance  Corporation  Improvement 
Act  of  1991.  Perhaps  the  most  effective  of  these  was  the  require- 
ment that  FDIC  resolve  failed  institutions  in  the  least  costly  man- 
ner. This  provision  resulted  in  fewer  instances  where  depositors 
with  deposits  in  excess  of  $100,000  were  protected  in  full.  As  a  re- 
sult, large,  sophisticated  depositors  who  are  in  the  best  position  to 
impose  market  discipline  have  had  more  reason  to  do  so.  Other  pro- 
visions of  FDICIA  intended  to  encourage  market  discipline  include 
limitations  on  insurance  coverage  of  brokered  deposits,  greater  re- 
strictions on  pass-through  insurance  coverage  of  certain  deposits, 
and  limits  on  Federal  Reserve  discount  window  advances.  The  full 
effect  of  these  provisions  has  not  been  fully  assessed,  but  they  seem 
to  have  had  a  oeneficial  effect.  I  would  not  advocate  further  meas- 
ures to  increase  market  discipline  until  we  have  had  sufficient  time 
to  evaluate  the  full  impact  of  FDICIA. 

Too  Big  to  Fail 

Q.6.  Do  you  think  that  the  'Too  Big  to  Fail"  doctrine  has  been  ade- 
quately addressed  in  FDICIA  or  do  you  believe  that  even  under  the 
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current  law  there  may  still  be  instances  where  institutions  are  too 
big  to  be  allowed  to  fail,  and  if  you  do  what  additional  steps  need 
to  be  taken? 

A.6.  The  "Too  Big  to  Fail"  doctrine  was  adequately  addressed  in 
FDICIA.  The  decision  as  to  the  method  by  which  the  FDIC  will  ful- 
fill its  statutory  obligation  to  protect  depositors  is  generally  made 
Eursuant  to  the  "cost  test"  which  requires  that  the  method  selected 
e  that  which  involves  the  least  cost  to  the  deposit  insurance  fund. 
The  failure  of  a  very  large  institution  may  have  the  effect  of  caus- 
ing numerous  additional  failures  as  a  result  of  correspondent  and 
other  banking  relationships.  It  could  also  cause  a  lack  of  confidence 
in  the  banking  system  as  a  whole,  thereby  posing  an  increased  risk 
to  the  insurance  funds.  Prior  to  FDICIA,  these  risks  have  caused 
the  FDIC  to  incur  additional  costs  to  protect  uninsured  depositors 
in  order  to  maintain  stability  in  the  svstem. 

The  pre-FDICIA  cost  test  requirea  that  the  method  selected  to 
protect  depositors  result  in  less  cost  than  closing  the  bank  and  pay- 
ing the  depositors  their  insured  deposits.  FDICIA  amended  the  test 
to  require  that  the  method  of  resolution  result  in  the  least  cost  of 
all  available  alternatives.  This  test  often  requires  the  uninsured 
depositors  to  share  losses  with  the  FDIC. 

Upon  the  determination  of  the  Secretary  of  the  Treasury  in  con- 
sultation with  the  President,  based  upon  a  recommendation  of  the 
FDIC  and  the  Federal  Reserve  Board,  an  exception  to  the  least  cost 
test  may  be  made  in  cases  of  systemic  risk.  Any  losses  resulting 
from  a  systemic  risk  exception  must  be  recovered  by  the  insurance 
fund  through  special  assessments  collected  from  tne  members  of 
the  fund. 

FDICIA  creates  extraordinary  controls,  involving  shared  respon- 
sibility, over  the  exercise  of  the  systemic  risk  exception  to  the  least 
cost  test.  The  exception  does,  however,  provide  an  important  safety 
net  that  is  available  in  extraordinary  circumstances  to  assure  pub- 
lic confidence  in  the  banking  system.  This  authority  has  not  been 
exercised  since  FDICIA  was  enacted  so  its  effectiveness  has  not 
been  tested,  but  it  has  been  carefully  crafted  to  provide  a  needed 
tool  to  be  used  on  very  rare  occasions. 

Core  Bank  Proposal 

Q.7.  What  is  your  reaction  to  various  core  bank  proposals  which 
would  restrict  or  eliminate  deposit  insurance  in  return  for  allowing 
banks  to  engage  in  additional  activities? 

A.7.  As  I  understand  the  core  bank  proposals,  they  would  Hmit  de- 
posit insurance  to  those  institutions  that  held  safe,  highly  liquid 
assets,  such  as  Treasury  securities  or  other  high-grade  liquid  as- 
sets. Riskier  activities,  such  as  lending  or  activities  that  are  not 
now  conducted  in  banks,  could  be  undertaken  in  separate  affiliates 
of  the  holding  company  that  would  be  funded  with  uninsured  liabil- 
ities. 

The  objective  of  this  type  of  proposal  is  to  limit  risk  to  the  insur- 
ance funds,  while  allowing  banking  and  thrift  organizations  to  en- 
gage in  new  activities. 

I  agree  that  this  would  limit  risk  to  the  insurance  funds.  How- 
ever, it  would  require  a  major  change  in  the  way  our  financial  sys- 
tem works.  Opponents  of  this  proposal  have  raised  questions  re- 
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gardinff  the  ability  of  borrowers  currently  served  by  banks  to  ob- 
tain adequate  funding  under  this  new  system.  In  addition,  ques- 
tions have  been  raised  concerning  the  financial  stability  of  the  new 
uninsured  institutions  that  would  be  providing  bank-like  loans 
with  uninsured  liabilities  that  resemble  deposits.  Because  of  these 
unanswered  questions,  I  do  not  support  the  core  bank  proposal. 
Moreover,  I  believe  the  reforms  of  FDICIA,  together  with  some 
modest  changes  concerning  the  restrictions  on  branching  and  per- 
missible activities,  will  adequately  limit  risk  to  the  insurance  funds 
and  provide  the  basis  for  a  prosperous  industry,  with  much  less 
risk  to  our  financial  system. 

Geographic  Expansion  and  New  Powers 

Q.8.  Extending  Bank  Regulation  to  Bank  Competitors:  A  number  of 
commentators  including  the  Southern  Finance  Project  recently  rec- 
ommended that,  to  end  banks'  competitive  disadvantage,  competi- 
tors should  be  made  subject  to  the  same  safety  and  soundness  and 
consumer-protection  laws  and  regulations  as  banks.  Do  you  agree? 

A.8.  I  would  not  subject  bank  competitors  to  banking  regulations 
simply  to  end  banks'  competitive  disadvantage.  However,  there 
may  be  some  areas  where  it  makes  sense  to  apply  the  same  rules 
to  non-bank  competitors.  For  example,  where  non-bank  competitors 
offer  products  that  are  similar  to  those  offered  by  banks,  I  believe 
those  activities  should  be  governed  by  similar  consumer  protection 
laws.  In  fact,  this  is  already  the  case  with  many  consumer  protec- 
tion laws,  as  well  as  fair  lending  laws  (the  CRA  is  a  notable  excep- 
tion). On  the  other  hand,  most  safety  and  soundness  regulations 
exist  to  protect  the  deposit  insurance  funds  and  instill  confidence 
in  depository  institutions.  The  rationale  for  extending  these  to  non- 
depository  institutions  much  less  clear  and  in  most  cases  would  not 
be  appropriate. 

RTC  Transfer 

Q.9a.  The  RTC/FDIC  transition  has  been  placed  on  hold  until  the 
FDIC  and  RTC  top  officers  are  in  place.  How  do  you  see  the  transi- 
tion— its  priorities,  difficulties,  and  opportunities?  To  what  extent 
do  you  see  the  transition  as  a  way  to  integrate  lessons  learned  from 
both  agencies — techniques,  information  systems,  etc.? 

A.9a.  The  RTC  has  gained  some  valuable  experience  in  resolving 
failed  thrifts  and  in  liquidating  their  assets.  I  believe  that  the 
FDIC  should  carefully  study  and  review  RTC's  policies,  systems, 
and  procedures  to  benefit  from  their  experience  and  to  learn  from 
their  mistakes.  We  are  looking  closely  at  the  RTC's  information  re- 
sources management  systems  to  assure  that  those  systems  will  be 
efficiently  integrated  with  those  of  the  FDIC.  The  integration  of 
RTC  and  FDIC  will  provide  the  FDIC  with  a  valuable  opportunity 
to  review  its  systems  and  those  of  the  RTC  to  assure  that  the  best 
of  both  are  continued. 

Q.9b.  Are  you  satisfied  with  the  FDIC's  preparations  for  the  trans- 
fer of  RTC  functions  in  October  of  this  year?  If  not,  what  changes 
will  you  make? 

A.9b.  The  transfer  of  RTC's  resolution  functions  to  the  FDIC  has, 
been  delayed  from  October  1,  1993  until  a  date  between  January 
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1  and  July  1,  1995  to  be  determined  by  the  Chairperson  of  the 
Thrift  Depositor  Protection  Oversight  Board,  but  the  RTC's  sunset 
date  has  been  advanced  twelve  months  to  December  31,  1995. 
Staffs  of  the  FDIC  and  the  RTC  have  been  working  on  a  broad 
framework  for  the  transition.  Detailed  planning  has  been  delayed 
pending  the  arrival  of  new  top  management  for  both  organizations 
and  resolution  of  the  dates  when  resolution  responsibility  would  be 
transferred  and  RTC  would  finally  simset.  Detailed  planning  for 
the  transition  will  certainly  become  a  high  priority  for  both  agen- 
cies. 

The  basic  planning  to  date  has  been  a  cooperative  effort  between 
the  staffs  and  there  has  been  a  recognition  of  this  opportunity  for 
the  FDIC  to  benefit  from  the  experience  of  the  RTC,  both  its  per- 
sonnel and  its  systems  and  procedures.  The  transition  will  provide 
an  opportunity  to  evaluate  RTC  and  FDIC  systems  and  select  those 
whicn  have  proved  to  be  the  most  effective. 

The  FDIC  was  fully  prepared  to  assume  the  resolution  functions 
of  the  RTC  beginning  last  October  and  to  integrate  RTC  employees 
involved  in  resolution  activities  into  the  FDIC.  This  date  was  post- 
poned until  sometime  in  the  first  half  of  1995. 

Q.9c.  In  work  for  this  Committee,  GAO  has  been  critical  of  the 
RTC's  handling  of  its  asset  management  and  disposal  responsibil- 
ities. Do  you  plan  to  make  any  changes  in  this  area? 

A.9c.  GAO's  concerns  as  to  RTC's  handling  of  its  asset  manage- 
ment and  disposal  responsibilities  will  be  carefully  evaluated  and 
addressed  in  the  transition  planning  process. 

AssLT  DisposmoN/RTC/FDIC 

Q.lOa.  The  RTC  currently  has  $68  billion  in  assets  from  failed 
thrifts  and  will  acquire  more  from  whatever  failures  occur  over  the 
next  year  and  a  half.  Any  assets  remaining,  presumably  the  least 
desirable  ones,  will  become  the  responsibility  of  the  FDIC  at  the 
end  of  1996,  which  already  has  $32  billion  in  assets  from  failed 
banks.  How  do  you  plan  to  dispose  of  these  assets? 
A.10a.  It  is  my  understanding  that  residual  RTC  assets  will  be  ab- 
sorbed by  the  FDIC  at  the  end  of  1995.  Barring  any  unforeseen  ex- 
traordinary thrift  failures,  the  RTC  is  estimating  that  their  liquida- 
tion portfolio  will  be  reduced  to  about  $5  billion  at  that  time.  The 
FDIC's  Division  of  Depositor  and  Asset  Services  (DAS  is  estimating 
that  by  the  end  of  this  year  our  asset  portfolio  (currently  $28  bil- 
lion) will  be  down  to  around  $19  billion.  Thus,  unless  some  unusual 
circumstances  arise,  we  believe  we  can  absorb  the  RTC's  workload 
without  a  significant  burden  on  FDIC  resources.  Moreover,  the 
FDIC  will  have  additional  resources  to  handle  these  assets  since 
there  is  a  significant  number  of  RTC  personnel  who  will  be  return- 
ing to  the  FDIC  as  the  RTC  sunsets. 

Q.lOb.  What  is  your  evaluation  of  the  RTC's  securitization  pro- 
gram thus  far? 

A.10b.  The  FDIC's  Division  of  Depositor  and  Asset  Services  (DAS) 
has  reviewed  the  RTC's  program  for  the  securitization  of  perform- 
ing commercial  mortgage  loans.  From  April  1992  to  date,  the  RTC 
has  issued  approximately  $13  billion  in  securities  backed  by  per- 
forming commercial  mortgage  loans.  DAS's  review  further  indicates 
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that  capital  market  investors  have  become  low-cost  funders  for 
these  types  of  loans.  This  is  evidenced  by  the  fact  that,  during  the 
last  18  months,  private  sector  financial  intermediaries  have  oeen 
net  sellers  of  commercial  mortgage  loans.  As  a  result  of  our  review, 
we  have  concluded  that  we  can  access  capital  market  investors  and 
achieve  superior  sales  results  by  adopting  one  or  more  aspects  of 
the  securitization  process.  We  currently  are  considering  a  pilot  pro- 
gpram  to  securitize  commercial  mortgage  loans. 

With  respect  to  residential  mortgage  loans,  the  FDIC  does  not 
have  the  volume  of  these  types  of  loans  that  would  be  sufficient  to 
justify  a  securitization  program.  We  have  used  the  whole-loan  sale 
approach  for  residential  mortgages  and  last  year  realized  sale 
prices  in  excess  of  par  value. 

Q.lOc.  What  is  your  preference  with  respect  to  bulk  sales  as  op- 
posed to  individual  sales? 

A.10c.  The  FDIC's  preference  depends  on  the  nature  of  the  loan  or 
asset.  The  current  policy  of  DAS  is  to  sell  real  estate  owned  and 
non-performing  loans  over  $250  thousand  individually.  However, 
all  other  loans  may  be  sold  through  bulk  sales.  For  small  loans, 
DAS's  experience  indicates  that  bulk  sales  are  an  efficient  and  ef- 
fective way  of  realizing  value.  In  1993,  DAS  sold  65,000  performing 
loans,  the  majority  of  which  were  small,  with  a  book  value  of  $2.5 
billion  for  over  94  percent  of  book  value.  For  certain  types  of  loans, 
I  believe  bulk  sales  are  a  necessary  sales  strategy  if  we  want  to 
maintain  an  efficient  liquidation  process.  I  would  add  that,  in  addi- 
tion to  realizing  value  and  cutting  our  costs,  bulk  sales  expedi- 
tiously return  loans  to  the  private  sector. 

FDIC  MANAGEME^^^ 

Q.lla.  Internal  Control  Weaknesses:  In  June  1993,  GAO  issued  its 
opinion  on  the  financial  statements  of  the  3  funds  administered  by 
the  FDIC  (BIF,  SAIF,  and  FSLIC  Resolution  Fund).  The  GAO  re- 
ported serious  weaknesses  in  FDIC  oversight  of  asset  servicers,  its 
asset  management  information  system  and  other  areas.  Are  you 
aware  of  these  problems  and  what  has  been  done  to  correct  them? 

A.lla.  The  major  issues  raised  by  GAO  in  June  1993  had  been  pre- 
viously identified  and  included  in  the  FDIC's  1992  report  filed 
under  the  Chief  Financial  Officers  Act  of  1990  (CFOA).  Several 
positive  steps  were  taken  to  address  the  deficiencies  identified  in 
the  GAO  and  CFOA  reports.  Below  is  a  summary  of  these  initia- 
tives. 

•  As  part  of  the  DAS  strategic  plan,  an  independent  Office  of  Inter- 
nal Review  (OIR)  was  established  in  October  1993.  The  OIR  is 
devoted  solely  to  the  internal  review  function  and  is  headed  by 
an  assistant  director  who  reports  directly  to  the  division  director. 
The  primary  roles  of  the  OIR  are  to  detect  and  prevent  internal 
control  weaknesses  through  its  site  visitation  program  and  its 
administration  of  the  CFOA  process,  and  to  track  internal  control 
weaknesses  at  all  levels  and  assist  in  their  satisfactory  resolu- 
tion. The  OIR  is  currently  monitoring  the  condition  of  the  divi- 
sion's internal  controls  and  has  developed  an  automated  system 
to  track  findings  disclosed  in  audit  reports  and  internal  reviews. 
The  OIR  is  proactive  in   working  with  the  division's  offices  to 
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achieve  timely  corrective  action  and  has  developed  a  program  to 
evaluate  the  performance  of  asset  servicing  managers  and  our 
oversight  of  these  managers.  On-site  reviews  will  be  conducted  of 
servicers  with  findings  reported  to  division  management. 

•  An  inter-divisional  working  committee  has  been  formed  to  handle 
the  reconciliation  of  the  subsidiary  records  to  the  general  ledger. 

•  A  new  Division  of  Information  Resources  Management  (DIRMJ 
was  formed  to  coordinate  the  FDIC's  computer  operations  and 
data  analysis. 

•  Training  will  be  provided  in  areas  related  to  operations  and  in- 
ternal control  evaluations. 

•  DAS  officials,  in  conjunction  with  DIRM  representatives,  initi- 
ated a  project  to  assess  current  and  future  needs  for  electronic 
data  processing.  As  part  of  this  project,  all  systems  used  by  DAS 
will  be  reviewed  to  determine  their  applicability  to  the  Division's 
current  and  evolving  environment. 

•  In  July  1993,  a  directive  was  issued  which  assigned  responsibil- 
ity and  formalized  the  data  integrity  process  in  our  asset  man- 
agement systems.  Certifications  of  the  integrity  of  data  were 
completed.  This  has  been  further  enhanced  to  include  an  auto- 
mated verification  process. 

Q.llb.  How  would  you  monitor  the  condition  of  the  FDIC's  internal 
controls,  especially  those  covering  the  disposition  of  assets  from 
failed  banks  where  billions  of  dollars  are  at  stake? 

A.llb.  As  stated  above  in  response  to  Question  11a,  the  recently 
established  OIR  will  have  as  its  primary  role  the  detection  and  pre- 
vention of  internal  control  weaknesses  and  will  report  directly  to 
the  director  of  DAS.  In  addition,  the  FDIC's  Inspector  General  will 
continue  to  monitor  the  internal  controls  in  these  areas  and  will 
make  reports  to  the  Board. 

Q.12.  Quality  of  Examinations:  In  February  1993,  GAO  issued  a  re- 
port that  criticized  FDIC  examinations  for  failing  to  obtain  suffi- 
cient evidence  to  assess  loans,  reserves,  or  internal  controls,  as  well 
as  for  relying  on  State  examinations  without  verifying  their  qual- 
ity. Are  you  aware  of  these  reported  weaknesses  and  what  do  you 
plan  to  do  to  improve  bank  examinations? 

A.12.  I  am  aware  of  the  GAO's  report  and  the  weaknesses  it  re- 
ported. I  did  not  fully  agree  with  all  of  the  report's  findings  and 
I  said  so  in  my  response  which  was  included  in  the  report.  Much 
of  the  GAO  criticism  suggested  that  our  examiners'  efforts  should 
be  better  documented  and  that  our  examinations  should  have  a 
more  structured  approach,  much  the  same  as  an  audit.  However, 
an  examination  and  an  audit  are  different.  During  an  examination, 
our  focus  is  on  risk  to  the  insurance  funds  and  we  attempt  to  focus 
our  efforts  on  areas  that  the  examiner  has  reason  to  believe  may 
pose  some  risks.  Our  efforts,  therefore,  are  focused  on  detecting 
and  documenting  problems,  not  on  documenting  areas  that  do  not 
pose  problems.  Most  examinations  evolve,  i.e.,  what  happens  dur- 
ing an  exam  depends  on  the  unique  circumstances  and  problems  of 
the  particular  institution.  A  highly  structured  approach,  like  that 
of  an  audit,  would  not  be  appropriate.  It  would  require  substan- 
tially more  resources  than  we  currently  have  available,  would  be 
disruptive    and   burdensome    to    well    managed   institutions,    and 
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would  not  necessarily  be  focused  on  controlling  risk  to  the  insur- 
ance funds. 

Although  I  disagreed  with  the  GAO's  general  findings,  I  agreed 
with  several  of  the  GAO's  more  specific  recommendations.  Our  Di- 
vision of  Supervision  has  taken  corrective  steps  in  those  areas. 

In  a  rapidly  changing  financial  services  environment,  it  is  impor- 
tant that  we  be  ready  to  review  and  rethink  our  approach  to  safety 
and  soundness  examinations.  I  believe  the  GAO  report  helped  us 
to  do  that  and  I  welcome  future  reviews.  An  effective  examination 
process  is  absolutely  critical  to  protecting  the  insurance  funds  and 
the  taxpayers  and  I  am  committed  to  ensuring  that  our  examina- 
tions bring  about  that  end. 

Q.13a.  Workload  Increases:  FDIC's  workload  grew  immensely  dur- 
ing the  1980's  and  yet  there  is  a  question  whether  the  FDIC  ever 
put  in  place  the  necessary  information,  human  and  financial  re- 
source management  capabilities.  What  is  your  impression  of  these 
internal  and  management  control  capabilities,  and  what  do  you  be- 
lieve you  need  to  do  to  strengthen  the  FDIC  in  those  areas? 
A.13a.  The  FDIC  has  a  full  time  Chief  Financial  Officer,  appointed 
under  the  Chief  Financial  Officers  Act  of  1990,  who  regularly  re- 
ports to  the  FDIC  Board  of  Directors  and  annually  reports  to  Con- 
gress the  financial  status  of  the  agency.  The  FDIC's  financial  state- 
ments, audited  by  the  GAO,  are  of  recognized  quality.  This  capabil- 
ity must  be  strengthened  to  help  the  Board  of  Directors  meet  the 
changing  and  challenging  conditions  facing  the  FDIC  and  the  bank- 
ing industry.  Improving  the  FDIC's  financial  reporting  capabilities 
will  be  of  the  highest  priority. 

The  CFO  has  implemented  an  ongoing  internal  control  evalua- 
tion program  which  is  designed  to  help  management  identify  and 
correct  human,  information  and  financial  resource  problems  which 
come  from  periods  of  great  organizational  growth.  Each  Division 
and  Office  participates  in  the  identification  of  management  prob- 
lems and  uses  test  procedures  to  determine  the  quality  of  FDIC 
procedures.  Even  as  those  past  problems  are  identified  and  dealt 
with,  new  management  challenges  must  be  addressed  as  the  orga- 
nization downsizes  as  a  result  of  the  declining  pace  of  bank  and 
thrift  failures.  The  treatment  of  these  human  and  systemic  mana- 
gerial problems  is  an  ongoing  and  substantial  part  of  any  execu- 
tive's responsibility  and  institutionalizing  the  search  for  better  and 
more  effective  solutions  must  be  made  a  part  of  the  FDIC  manage- 
rial culture. 

Q.13b.  Do  you  expect  to  reorganize  management  at  the  FDIC?  If 
so,  what  changes  do  you  expect  to  make? 

A.13b.  I  established  the  Information  Resources  Management  Divi- 
sion to  provide  an  organizational  structure  designed  to  take  on  the 
new  opportunities  of  the  information  revolution.  The  development 
of  new  data  retrieval,  data  base  and  information  systems  to  better 
communicate  with  employees  in  regional  and  field  assignments  is 
well  under  way.  Systems  for  electronically  communicating  beyond 
the  narrow  confines  of  FDIC  have  been  discussed  and  could  oe  a 
part  of  a  wider  link  with  the  American  public.  In  the  evolving  in- 
formation revolution,  the  FDIC  should  be  developing  additional  in- 
formation systems  which  can  make  accessible  to  the  public  all  data 
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which  should  be  shared.  Our  efforts  to  review  and  improve  internal 
and  management  controls  are  further  detailed  in  response  to  Ques- 
tion 11,  above. 

I  will  work  closely  with  the  new  FDIC  Chairperson  to  review  and 
analyze  the  existing  organization  and  make  appropriate  changes  in 
light  of  the  pending  return  of  RTC,  the  need  to  downsize  the  FDIC 
as  a  result  of  declining  bank  and  thrift  failures,  and  possible  future 
changes  in  the  financial  institution  regulatory  structure. 

Foreign  Banks 

Q.14.  Insured  Deposit  Taking  by  Foreign  Banks:  The  foreign  bank- 
ing provisions  of  FDICIA  enacted  by  Congress  in  1991  permitted 
foreign  banks  to  continue  to  do  their  wholesale  commercial  banking 
business  in  this  country  through  branches.  However,  it  required 
foreign  banks  that  wished  to  take  retail  insured  deposits  whose 
safety  will  be  backed  by  American  Taxpayers  to  do  so  only  through 
subsidiary  banks  incorporated  in  this  coimtry  and  not  through 
branches  of  the  foreign  parent.  This  provision  was  originally  advo- 
cated by  the  FDIC  in  1978,  and  Bill  Taylor  testified  in  favor  of  it 
during  a  1991  appearance  before  this  Committee.  Do  you  agree 
that  provision  makes  sense? 

A.14.  The  requirement  that  foreign  banks  conduct  their  retail  ac- 
tivities in  this  country  through  domestic  subsidiaries  was,  as  indi- 
cated in  the  question,  originally  advocated  by  the  FDIC  in  1978.  In 
the  event  of  insolvency  of  a  foreign  bank  with  an  insured  branch 
in  this  country,  there  could  be  significant  problems  in  isolating  the 
assets  and  liabilities  of  the  branch  for  purposes  of  a  receivership. 
There  is  always  the  possibility  of  liabilities  being  transferred  to  the 
branch  and  assets  being  transferred  from  the  branch  just  prior  to 
the  closing  of  the  bank.  There  would  certainly  be  competing  claims 
asserted  against  domestic  assets  by  foreign  claimants  who  view  the 
bank  as  a  whole.  For  these  reasons,  the  taking  of  insured  retail  de- 
posits in  the  United  States  through  domestic  subsidiaries  was  ad- 
vocated by  the  FDIC.  Requiring  foreign  banks  to  conduct  their  re- 
tail deposit  business  in  the  United  States  through  insured  domestic 
subsidiaries  also  contributes  to  equality  of  treatment  in  supervision 
and  regulation  as  compared  to  other  U.S.  banks  and  thrifts.  We 
recognize  that  there  may  be  broader  considerations  such  as  the 
need  for  national  treatment  which  was  the  central  focus  of  the 
International  Banking  Act  of  1978.  National  treatment  may  argue 
for  allowing  foreign  banks  to  accept  insured  deposits  in  insured 
branches  of  the  parent  bank.  I  agree  with  former  Chairman  Bill 
Taylor  that  the  use  of  domestic  subsidiaries  to  conduct  retail  de- 
posit taking  activities  makes  sense,  but  I  also  note  his  view  in  cor- 
respondence with  Senator  Gam  after  his  testimony  that  neither  of 
these  positions  is  overwhelming. 

Q.15.  Regulatory  Equity— CRA  and  FDIC  Insurance  Premiums: 
Last  November  the  Former  Kentucky  Banking  Commissioner  told 
this  Committee  that  foreign  banks  receive  preferential  treatment  in 
our  market  because  they  are  not  subject  to  CRA  or  deposit  insur- 
ance premiums.  Do  you  agree  that  foreign  banks,  do,  in  fact,  enjoy 
a  number  of  competitive  advantages  over  our  domestic  banks  and, 
if  so,  what  are  they  and  what  if  anything  should  be  done  about  it? 
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A.15.  Uninsured  branches  of  foreign  banks  operating  in  the  United 
States  are  generally  subject  to  the  consumer  protection  and  fair 
lending  requirements  applicable  to  insured  banks  and  other  lend- 
ers. They  do  not  pay  deposit  insurance  premiums  because  they  do 
not  receive  the  benefit  of  deposit  insurance.  They  are  not  subject 
to  the  Community  Reinvestment  Act. 

When  all  domestic  banks,  wholesale  and  retail,  are  being  encour- 
aged to  participate  in  community  development  activities,  it  is  dif- 
ficult to  argue  that  U.S.  branches  of  foreign  banks  that  conduct  the 
same  type  of  business  should  not  be  required  to  participate  in  these 
same  activities. 

The  expansion  of  the  deposit  insurance  safety  net  should  be  ex- 
amined with  great  care.  Imposing  more  costs  on  foreign  branches 
may  cause  them  to  relocate  overseas,  which  could  adversely  affect 
employment  in  certain  financial  centers  and  complicate  financial 
dealings  between  foreign  and  domestic  banks.  I  would  be  pleased 
to  woi^  with  Congress  should  they  decide  to  study  the  issue  fur- 
ther. 

Mutual  Funds 

Q.16.  Recent  studies  by  the  SEC  and  others  have  shown  that  cus- 
tomers at  banks  who  purchase  mutual  funds  through  the  bank  do 
not  realize  that  these  funds  are  not  insured.  What  steps  should  be 
taken  to  insure  that  a  bank's  customers  fully  understand  when 
they  are  not  purchasing  an  insured  product? 

A.16.  In  October  of  last  year,  the  FDIC  issued  a  supervisory  state- 
ment to  State  non-member  banks  regarding  their  sale  of  mutual 
funds  and  annuities.  The  other  banking  agencies  have  commu- 
nicated similar  statements  to  the  institutions  they  supervise.  These 
statements  advise  banks  on  appropriate  procedures  and  policies  to 
ensure  that  customers  do  not  mistake  bank  mutual  funds  for  in- 
sured products.  In  addition,  at  this  time  the  banking  agencies  and 
OTS  are  working  on  a  joint  policy  statement  that  will  further  ad- 
dress the  various  issues  concerning  the  sale  of  mutual  funds  and 
annuities  at  banks  and  thrifts. 

I  believe  these  steps  will  help  to  greatly  reduce  the  confusion 
that  now  exists.  However,  if  we  find  that  these  measures  do  not 
clear  up  the  current  confusion,  I  am  certainly  ready  to  consider  fur- 
ther measures  to  address  this  issue. 

Q.17.  Banks  and  Thrifts  in  Southern  California:  Southern  Califor- 
nia has  suffered  from  one  of  the  Nation's  poorest  economies  re- 
cently, and  the  earthquake  will  add  new  financial  burdens  to  the 
area.  What  can  you  tell  us  about  the  condition  of  the  California 
banking  and  thrift  industries  and  what  is  the  risk  of  significant 
and  costly  failures  of  depository  institutions  there? 

A.17.  As  you  are  well  aware,  the  insurance  funds'  exposure  to  bank 
and  thrift  problems  has  been  greatly  reduced  over  the  past  couple 
of  years.  However,  the  California  economy  and  the  State's  deposi- 
tory institutions  have  lagged  behind  the  improvements  we  have 
witnessed  across  the  rest  of  the  Nation.  There  are  a  number  of 
California  institutions  that  are  experiencing  problems  and  we  an- 
ticipate some  will  fail  this  year.  Although  the  severest  problems  are 
generally  at  small  institutions,  there  are  a  few  larger  thrifts  which 
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continue  to  experience  some  difficulties.  At  this  time,  however,  we 
do  not  anticipate  major  losses  to  the  insurance  funds.  Moreover,  fi- 
nancial data  reported  by  banks  and  thrifts  in  California  suggest 
that  asset  quality  problems  may  have  peaked.  While  much  depends 
on  the  performance  of  the  California  economy,  we  see  some  positive 
signs  and  are  hopeful  that  we  have  seen  the  worst. 

Q.18.  Interest  Rate  Risk:  With  the  prospect  of  rising  interest  rates, 
thrifts  and  banks  that  fund  long-term  mortgage  assets  with  shorter 
term  deposits  risk  significant  losses.  How  serious  is  the  maturity 
mismatch  at  thrifts  and  banks,  and  do  the  proposed  regulatory  ad- 
justments to  capital  requirements  adequately  protect  the  insurance 
funds?  How  soon  can  we  get  the  new  standards  in  force? 

A.18.  We  have  not  witnessed  any  significant  shift  to  long-term  as- 
sets at  banks  over  the  last  few  years.  On  the  liability  side,  how- 
ever, we  have  seen  some  movement  to  shorter-term  deposits.  In 
general,  we  do  not  believe  there  is  a  serious  maturity  mismatch  at 
commercial  banks.  With  respect  to  thrifts,  only  a  few  thrifts  exceed 
the  risk-to-capital  threshold  under  the  OTS's  interest-rate  risk 
model.  Again,  in  general,  we  do  not  see  serious  maturity  mismatch 
problems  at  thrifts. 

The  banking  agencies  are  in  the  process  of  issuing  a  final  regula- 
tion on  integrating  interest-rate  risk  with  risk-based  capital  re- 
quirements. The  agencies  are  in  the  process  of  analyzing  comments 
and  suggestions  on  the  proposed  regulation.  One  of  the  difficulties 
is  balancing  the  data  requirements  of  different  interest-rate  risk 
models  with  the  costs  these  data  requirements  impose  on  the  in- 
dustry. My  own  views  is  that  we  should  not  impose  large  data  re- 
porting requirements  on  banks  across  the  board.  For  many  com- 
mercial banks,  particularly  smaller,  well-capitalized  institutions,  a 
relatively  small  amount  of  data  can  tell  you  whether  there  is  a  po- 
tential interest-rate  risk  problem.  For  those  banks  that  are  flagged 
as  having  a  potential  for  interest-rate  risk,  the  agencies  should  re- 
quire more  data  and,  in  many  cases,  conduct  an  on-site  analysis  to 
determine  if  some  capital  charge  is  necessary.  I  believe  the  pro- 
posed regulation  incorporates  this  type  of  an  approach  and  I  be- 
lieve it  will  adequately  protect  the  BIF. 

Minorities  and  Women  at  the  Top 

Q.19a.  The  bank  regulatory  agencies  have  been  criticized  for  hav- 
ing too  few  minorities  and  women  in  their  senior  ranks.  Do  you 
perceive  this  to  be  a  problem  at  the  FDIC,  and  if  so,  what  do  you 
plan  to  do  about  it? 

A.19a.  There  has  been  considerable  progress  in  recruiting  and  pro- 
moting women  and  minorities  to  senior  level  positions  at  the  FDIC, 
but  much  more  work  has  to  be  done.  I  will  work  closely  with  the 
new  Chairperson  to  raise  the  consciousness  level  of  all  FDIC  man- 
agement to  equal  employment  opportunity,  promote  additional 
EEO  training  and  more  closely  monitor  EEO  performance  of  man- 
agers. 

Q.19b.  Do  you  plan  to  increase  the  FDIC's  resources  devoted  to  ef- 
fectively oversee  implementation  of  regulations  involving  mmority 
and  women  owned  firms? 
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A.19b.  I  will  support  any  efforts  of  the  new  Chairperson  to  devote 
such  additional  resources  as  are  deemed  necessary  to  assure  the 
continued  increase  in  the  utilization  of  minority  and  women-owned 
firms. 

Q.19c.  What  plans  do  you  have  to  increase  the  participation  of  mi- 
norities in  the  sale  of  financial  institutions? 

A.19c.  I  believe  that  the  FDIC  must  carefully  review  its  marketing 
strategies  to  assure  that  asset  packages  are  attractive  to  minority 
and  women-owned  businesses  and  that  sales  of  assets  and  bank 
branches  are  broadly  marketed  to  include  minority  and  women- 
owned  businesses.  As  a  member  of  the  Board  of  Directors  I  would 
support  greater  services  and  enhanced  outreach  efforts  to  assist 
and  encourage  minority  and  women-owned  firms  in  the  bidding 
process  for  failed  banks  and  branches  of  failed  banks  and  for  asset 
purchases. 

RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  SHELBY 
FROM  ANDREW  "SKIP"  HOVE,  JR. 

Q.l.  I  am  concerned  over  the  Administration's  CRA  proposal.  Spe- 
cifically, I  am  concerned  that  small  community  banks  will  see  little 
regulatory  relief  unless  they  have  a  "reasonable"  loan  to  deposit 
ratio  of  60  percent.  Sixty  percent  is  unrealistic  for  most  small  com- 
munity banks  and,  in  fact,  would  jeopardize  safety  and  soundness. 

What  is  your  view  on  the  use  of  60  percent  as  an  example  of 
"reasonable  loan  to  deposit  ratio?  Would  it  not  be  better  to  elimi- 
nate the  use  of  a  percentage  altogether  and  to  allow  examiners  to 
define  reasonable  based  on  the  characteristics  of  a  bank's  commu- 
nity and  competition? 

I  have  attached  a  few  letters  from  my  constituent  banks  and 
hope  that  you  will  read  them. 

A.1.  I  understand  your  concern.  I  was  a  rural  banker  in  Nebraska 
and  I  know  that  a  60  percent  ratio  is  not  realistic  in  many  rural 
communities.  The  demand  is  simply  not  there.  Moreover,  foan-to- 
deposit  ratios  tend  to  decline  as  bank  size  declines,  making  this  a 
more  difficult  hurdle  to  get  over  for  the  smallest  banks. 

Of  course,  the  60  percent  ratio  is  not  intended  to  be  a  hard  and 
fast  rule.  As  you  state,  the  number  was  given  as  a  parenthetical 
example  of  "reasonable."  The  real  test  is  whether  the  institution 
has  a  reasonable  loan-to-deposit  ratio  given  its  size,  financial  condi- 
tion, and  the  credit  needs  of  its  service  area.  Examiner  judgment 
would  be  used  to  determine  what  is  "reasonable"  given  the  unique 
circumstances  of  each  bank. 

I  believe  your  concern  is  that,  in  practice,  the  60  percent  ratio 
would  become  the  rule.  I  can  only  tell  you  that  I  am  sensitive  to 
this  concern  and,  as  we  review  comments  and  consider  changes  to 
the  proposed  rule,  I  am  open  to  considering  alternatives  to  its  in- 
clusion. If  the  final  rule  does  include  the  60  percent  ratio  as  a  par- 
enthetical example,  I  will  make  every  effort  to  ensure  that,  in  prac- 
tice, this  does  not  become  an  unreasonable  hurdle  for  small  banks. 

Q.2.  I  would  like  to  see  Federal  bank  regulators  have  the  discretion 
to  examine  certain  institutions,  small  banks  with  $250  million  in 
assets  or  less  with  a  CAMEL  1  or  2  rating,  on  an  18-month  rather 
than  a  12-month  cycle.  Do  you  believe  that  the  FDIC  could  apply 
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this  discretion  wisely?  Can  you  foresee  circumstances  in  which  this 
discretion  may  be  useful? 

A.2.  Currently,  well  managed  and  well  capitalized  banks  (inter- 
preted to  be  CAMEL  1)  with  less  than  $100  million  in  assets  may 
be  examined  on  an  18-month  cycle  under  FDICIA.  Your  proposal 
would  significantly  increase  the  number  of  institutions  that  would 
be  eligible  for  the  18-month  examination  cycle. 

In  general,  I  believe  the  annual  examination  requirements  under 
FDICIA  were  a  positive  step  and  have  served  us  well.  However,  I 
would  be  in  favor  of  some  additional  discretion  similar  to  what  you 
have  described.  If  carefully  monitored  by  the  FDIC  to  limit  risk  to 
the  insurance  funds,  I  believe  it  could  be  a  way  of  significantly  re- 
ducing regulatory  burden  without  significantly  affecting  safety  and 
soundness. 

Q.3.  In  an  effort  to  eliminate  discrimination  in  lending,  a  provision 
was  included  in  the  FDIC  Improvement  Act  to  require  bank  regu- 
lators to  refer  any  cases  that  show  a  pattern  or  practice  of  discrimi- 
nation to  the  Justice  Department.  Ajiy  isolated  incident  of  appar- 
ent discrimination  is  to  be  referred  to  Department  of  Housing  and 
Urban  Development  and  the  loan  applicant  is  to  be  notified. 

Unfortunately,  this  second  part,  requiring  the  notification  of 
HUD  and  the  loan  applicant,  has  the  consequence  of  deterring 
lenders  from  self-testing.  Lenders,  afraid  of  the  repercussions  if 
they  do  find  a  violation,  may  refrain  from  self- testing  and  other  in- 
ternal procedures  to  detect  bias,  hoping  that  if  they  do  not  see  a 
violation  the  regulator  will  not  either. 

This  is  exactly  the  wrong  type  of  behavior.  We  want  financial  in- 
stitutions to  undertake  their  own  aggressive  efforts  to  ferret  out 
discrimination.  In  addition,  institutions  are  also  likely  to  be  more 
reluctant  to  actively  seek  minority  borrowers,  since  the  more  mi- 
nority applications  you  have,  the  greater  the  risk  that  one  could  be 
handled  wrong.  How  should  we  correct  this  problem? 
A.3.  When  making  referrals  to  HUD  and  the  DOJ,  the  FDIC  will 
make  every  effort  to  make  sure  these  agencies  are  aware  of  any 
corrective  actions  that  the  bank  or  thrift  may  have  taken.  More- 
over, I  certainly  would  urge  HUD  and  the  DOJ  to  take  these  efforts 
into  consideration  when  reviewing  any  referrals. 

In  addition,  I  believe  the  regulators  should  have  some  discre- 
tionary authority  or  referrals  to  the  DOJ  and  HUD  in  cases  where 
appropriate  corrective  actions  have  been  taken  and  where  appro- 
priate restitution  to  the  victims  of  discrimination  has  been  made. 
The  FDIC  has  suggested  that  Congress  provide  us  with  that  au- 
thority. 

RESPONSE  TO  WRITTEN  QUESTIONS  OF  THE  SENATE 
BANKING  COMMITTEE  FROM  ANNE  L.  HALL 

General  Questions 

Q.la.  What  do  you  believe  are  the  biggest  potential  problems  fac- 
ing the  American  banking  industry  today? 

A.la.  The  full  recovery  of  the  insurance  fund  must  be  the  indus- 
try's, as  well  as  the  FDIC's,  first  priority.  As  I  indicated  m  my 
statement  to  the  committee,  I  believe  that  the  insurance  fund  is 
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the  cornerstone  of  the  American  banking  system  and  that  both  the 
fund  and  the  management  of  the  FDIC  have  been  under  stress. 

I  also  beheve  that  we  must  find  safe  and  effective  methods  for 
the  banking  industry  to  reclaim  a  larger  share  of  the  financial  in- 
stitutions' marketplace.  An  important  contribution  that  Govern- 
ment can  make  to  the  growth  of  the  banking  industry's  market 
share  is  to  transform  the  current  regulator^'  chaos  into  a  single, 
independent  regulator  which  can  act  more  knowledgeably,  more 
quickly,  and  with  enhanced  discretionary  authority  and  complete 
accountability. 

Q.lb.  What  do  you  consider  the  major  issues  facing  the  FDIC 
today? 

A.lb.  The  paramount  issues  facing  the  FDIC  moving  forward  are 
the  management  challenges  presented  by  the  necessity  to  down- 
size and,  at  the  same  time,  fairly  incorporate  the  RTC  into  the 
FDIC  organization. 

Consumer  Questions 

Q.2.  What  do  you  plan  to  do  as  a  new  FDIC  Commissioner  to  end 
discrimination  in  banking  services? 

A.2.  I  intend  to  use  my  position  of  authority  to  impress  upon  any- 
one or  any  institution  I  might  influence  that  discrimination  in 
banking  services  is  immoral,  unprofitable,  and  illegal.  I  will  not 
hesitate  to  utilize  every  corrective  and/or  punitive  tool  available  to 
the  FDIC  to  resolve  cases  of  bona  fide  discrimination. 

Q.3a.  CRA  Reform:  At  the  request  of  the  President,  the  banking 
agencies  recently  released  a  proposal  to  overhaul  implementation  of 
the  Community  Reinvestment  Act.  I  realize  that  the  proposal  is  out 
for  comment  and  that  you  cannot  comment  on  its  specifics,  but  do 
you  agree  with  the  basic  need  for  reform  and  the  overall  thrust  of 
the  proposal? 

A.3a.  Yes.  I  heartily  agree  with  the  Administration  that  we  must 
emphasize  performance  over  paperwork.  I  look  forward  to  review- 
ing the  comments  currently  being  compiled. 

Q.3b.  At  the  FDIC,  how  would  you  intend  to  monitor  compliance 
with  the  CRA? 

A.3b.  I  will  insist  upon  periodic  updates  on  the  banking  industry's 
performance.  I  will  go  out  of  my  way  to  applaud  and  reward  insti- 
tutions which  demonstrate  initiative,  commitment,  and  accomplish- 
ment in  the  area  of  community  reinvestment  and  exercise  diligence 
regarding  institutions  which  have  not  met  their  community  rein- 
vestment responsibilities. 

Q.4.  Fees  Charged  to  Consumers:  Recent  reports  have  claimed  that 
consumers  are  being  charged  excessive  fees  by  banks.  Do  you  be- 
lieve the  fees  that  banks  charge  are  excessive?  If  so,  what  is  the 
best  way  to  reduce  them? 

A.4.  I  believe  that  the  banking  industry  experiences  sufficient  in- 
ternal competition  and  external  competition  to  allow  the  market- 
place to  regulate  fees  charged  on  bank  products.  Should  there  ever 
be  evidence  that  the  marketplace  is  not  adequately  performing  its 
function  and  that  consumers  are  being  universally  "bilked"  without 
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reasonable  alternative  providers  I  would  immediately  seek  appro- 
priate remedies. 

Q.5.  Affordable  Housing:  How  do  you  intend  to  carry  out  the  afford- 
able housing  requirements  for  the  FDIC  that  were  put  into  law  in 
the  RTC  funding  legislation  in  1993  and  in  FDICIA  in  1991? 

A.5.  It  is  incumbent  upon  the  FDIC  to  smoothly  transition  the  cur- 
rent FDIC  and  RTC  affordable  housing  programs  into  a  solid, 
consumer-friendly  and  effective  product  line.  Hopefully,  we  will  be 
able  to  cherry  pick  the  best  aspects  of  both  operations. 

Q.6.  Derivative  Products:  How  concerned  are  you  about  the  current 
regulation  of  derivatives?  By  September  1993,  the  notional  value 
(face  value)  of  all  derivative  instruments  held  by  U.S.  bank  holding 
companies  was  $11.6  trillion.  One  concern  is  that  derivative  prod- 
ucts increase  the  risk  that  the  failure  of  one  firm  could  jeopardize 
the  whole  financial  system.  Derivatives  are  regulated,  indirectly,  by 
the  Federal  Reserve  Board,  the  FDIC,  the  OCC,  the  OTS,  the  SEC, 
and  the  CFTC.  Do  you  believe  this  multiplicity  of  regulators  in- 
creases the  risk  of  failure  in  this  market? 

A.6.  Yes.  The  multiplicity  of  regulators  overseeing  derivatives 
eliminates  the  opportunity  for  true  accountability.  It  also  provides 
the  opportunity  for  "cracks"  through  which  imprudent  activities 
could  fall. 

Condition  of  the  Industry 

Q.7.  S&L  Debacle:  We  are  just  coming  out  of  a  period  in  which  de- 

Eosit  insurance  losses  at  thrifts  will  end  up  costing  taxpayers  $120 
illion  to  $140  billion,  which  the  reserve  balance  in  the  Bank  In- 
surance Fund  fell  from  more  than  $18  billion  to  a  deficit  of  $7  bil- 
lion. What  have  you  learned  from  these  experiences  that  will  help 
ensure  they  will  not  be  repeated? 

A.7.  I  believe  that  we  all  have  learned  that  vigilant,  effective,  and 
accountable  supervision  is  imperative  to  the  success  of  America's 
banking  system.  Recent  initiatives  such  as  prompt  corrective  action 
enhance  our  potential  for  avoiding  the  voluminous  bank  failures  of 
the  past  decade. 

Q.8.  Outlook  for  the  Banking  and  Thrift  Industries:  Banks  made 
record  profits  last  year.  They  made  even  higher  profits  in  the  first 
quarter  this  vear.  Yet  a  year  ago,  analysts  were  concerned  about 
the  outlook  for  the  industry.  How  do  you  see  the  outlook  for  the 
banking  industry?  Do  you  believe  that  the  United  States  is 
"overbanked"?  Do  you  share  the  concern  that  banking  is  in  long- 
term  decline,  losing  market  share  to  mutual  funds,  commercial 
lending  companies  and  commercial  paper  markets?  What  are  your 
views  on  the  prospects  of  the  thrift  industry? 

Premiums 

Q.9.  Do  you  think  the  premiums  currently  being  paid  by  the  banks 
and  the  thrifts  are  about  right  or  should  they  be  raised  or  lowered? 
A.8.-A.9.  The  outlook  for  the  banking  industry  is  excellent  and  will 
remain  prosperous  as  long  as  the  economy  continues  to  improve 
and  expand.  I  suspend  any  concerns  regarding  the  potential  for  the 
United  States  to  be  "overbanked"  until  the  dust  settles  on  present 
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acquisition  and  merger  activities.  I  believe  that  the  banks  require 
the  opportunity  to  compete  on  a  level  playing  field  with  mutual 
funds,  commercial  lending  companies,  and  commercial  paper  mar- 
kets. I  am  not  at  all  certain,  however,  that  banking  will  regain  its 
preeminent  status  among  financial  institutions  in  my  lifetime. 

The  future  of  the  thrift  industry  is  more  complicated.  Although 
premiums  currently  being  paid  by  the  banks  and  the  thrift  indus- 
try are  adequate  to  capitalize  the  insurance  funds  we  can  foresee 
a  disparity  in  the  time  required  to  recapitalize  the  SAIF  over  the 
BIF  fund.  There  is  no  easy  answer  to  the  unique  burden  that  the 
FICO  payments  make  on  the  thrift  industry.  It  is  difficult  to  be 
confident  of  the  future  of  the  thrift  industry  as  long  as  this  dispar- 
ity is  looming. 

I  believe  that  the  Administration,  Congress,  and  regulators  will 
be  grappling  with  the  perplexing  issues  facing  the  thrift  industry 
for  years  to  come.  I  will  certainly  be  devoting  my  time  and  energy 
to  designing  a  comprehensive  and  fair  course  of  action. 

Deposit  Insurance 

Q.lOa.  What  changes,  if  any,  do  you  believe  should  be  made  to  our 
current  deposit  insurance  system.  For  example,  do  you  believe  that 
the  $100,000  should  be  lowered? 

A.10a.  I  believe  that  the  issue  regarding  the  proper  amount  of  de- 
posits limits  which  are  insured  by  the  FDIC  is  a  secondary  ques- 
tion which  must  be  preceded  by  "how  can  the  FDIC  improve  its 
consumer  education  programs  so  that  insured  products  and  limits 
are  clearly  understood"?  To  simply  change  the  limit  amount  would 
not  serve  the  consumer's  need  to  be  better  informed  as  to  which 
products  are  insured  and  what  happens  to  deposits  which  exceed 
insured  limits. 

I  do  not  believe  that  the  FDIC  has  taken  aggressive  steps  to  pro- 
mote and  explain  what  the  FDIC  is  and  what  it  means  to  the 
consumer.  As  a  result,  the  FDIC's  credibility  and,  unfortunately, 
the  credibility  of  the  United  States  Government  is  drawn  into  ques- 
tion whenever  an  insured  institution  fails.  It  is  imperative  that  we 
improve  our  consumer  education  programs  if  we  are  ever  to  restore 
consumer  confidence  and  perceived  performance  reliability  in  the 
marketplace. 

Q.lOb.  How  can  more  market  discipline  be  imposed  on  the  banking 
system? 

A.10b.  Clear  financial  disclosures  and  consumer  education  would 
serve  to  further  impose  discipline  on  the  banking  svstem.  The  re- 
cently imposed  least  cost  tests  and  restrictions  on  deposit  guaran- 
tees also  enhance  discipline  if  explained  clearly  to  the  consumer. 

Too  Big  to  Fail 

Q.ll.  Do  you  think  that  the  "Too  Big  to  Fail"  doctrine  has  been 
adequately  addressed  in  FDICIA  or  do  you  believe  that  even  under 
the  current  law  there  may  still  be  instances  where  institutions  are 
too  big  to  be  allowed  to  fail  and  if  you  do  what  additional  steps 
need  to  be  taken? 

A.11. 1  believe  that  FDICIA  created  a  proper  qualification  and  defi- 
nition of  true  systemic  risk  and  eliminated  a  convenient  loophole 
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of  which  larger  institutions  could  potentially  take  advantage.  Until 
we  have  had  the  opportunity  to  work  with  the  FDICIA  initiatives 
I  would  not  propose  additional  steps  which  need  to  be  taken. 

Core  Bank  Proposal 

Q.12.  What  is  your  reaction  to  various  core  bank  proposals  which 
would  restrict  or  eliminate  deposit  insurance  in  return  for  allowing 
banks  to  engage  in  additional  activities? 

A.12.  I  have  seen  many  intriguing  proposals  designed  to  clearly 
separate  bank  insured  activities  and  uninsured  activities.  I  am  not 
prepared  to  endorse  proposals  as  radical  as  the  "core  bank"  to  pro- 
tect insurance  funds.  I  believe  we  can  protect  insured  depositors 
and  the  insurance  funds  and  still  make  those  deposits  available  for 
the  prudent  extension  of  credit  and  expanded  economic  growth. 
Paramount  in  these  efforts  is  the  necessity  that  the  distinctions  be 
easily  comprehensible  to  the  consumer.  I  look  forward  to  further 
exploring  these  efforts  being  pursued  by  many  throughout  the  in- 
dustry and  in  the  regulatory  community. 

Geographic  Expansion  and  New  Powers 
Q.13a.  What  are  your  views  on:  Interstate  Banking? 
A.13a.  Interstate  banking  is  already  a  fact  of  life  in  the  United 
States  today.  Forty-nine  of  the  fifty  States  provide  some  sort  of 
interstate  banking.  The  fifty  States  should  be  consulted  in  the  spe- 
cifics of  a  national  interstate  banking  program  but  there  should, 
without  question,  be  legislation  enacted  permitting  interstate  bank- 
ing and  the  geographic  diversity  of  risk  it  provides. 

Q.13b.  What  are  your  views  on:  Glass-Steagall  Reform? 
A.13b.  It  goes  without  saying  that  no  uninsured  bank  activity 
should  in  any  way  be  permitted  to  infringe  upon  the  soundness  of 
the  insurance  funds.  I  believe,  however,  that  Glass-Steagall  has 
out-lived  its  usefulness  in  the  development  of  modem  financial  in- 
stitutions. Banks  should  be  permitted  to  participate  in  securities 
activities  and  regulators  should  insist  upon  aggressive  customer 
education  regarding  the  difference  between  these  activities  and  in- 
sured products. 

Q.13c.  What  are  your  views  on:  Insurance  Powers? 
A.13C.  Consumers  benefit  by  the  added  competition  of  banks  mar- 
keting insurance  products.  In  addition,  these  marketing  activities 
pose  little  threat  to  the  insurance  funds.  Given  proper  customer 
education  as  to  the  difference  between  insurance  products  and  Gov- 
ernment insured  products,  I  see  no  reason  to  prohibit  these  activi- 
ties. Insurance  underwriting  should  also  be  possible  by  banks  as 
long  as  this  activity  is  completely  separated  from  those  activities 
insured  by  the  FDIC  funds. 

Q.13d.  What  are  your  views  on:  The  Separation  of  Commerce  and 
Banking? 

A.13d.  Commerce  and  banking  should  remain  separated  save  for 
other  financial  activities  which  traditionally  may  not  be  thought  ot 
as  "banking."  Participation  in  the  full  spectrum  of  financial  activi- 
ties is  necessary  for  the  banks  to  regain  market  share  and  a  level 
playing  field  in  the  contemporary  financial  services  industry. 
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Q.14.  Extending  Bank  Regulation  to  Bank  Competitors:  A  number 
of  commentators  including  the  Southern  Finance  Project  recently 
recommended  that,  to  end  banks'  competitive  disadvantage,  com- 
petitors should  be  made  subject  to  the  same  safety  and  soundness 
and  consumer-protection  laws  and  regulations  as  banks.  Do  you 
agree? 

A.14.  Banks'  competitive  disadvantage  would  be  eliminated  by  the 
extension  of  consumer  protection  laws  to  all  providers  of  similar 
products  and  services.  If  a  provider  does  not  enjoys  the  benefits  of 
insurance  backed  by  the  full  faith  and  credit  of  the  United  States, 
I  do  not  believe  that  it  would  be  reasonable  for  the  Government  to 
insist  on  safety  and  soundness  regulation  tantamount  to  that  im- 
posed upon  institutions  insured  by  the  BIF  and  SAIF  funds. 

RTC  Transfer 

Q.15.  Are  you  satisfied  with  the  FDIC's  preparations  for  the  trans- 
fer of  RTC  functions  in  October  of  this  year?  If  not,  what  changes 
will  you  make? 

A.15. 1  am  satisfied  that  the  plans  for  the  transfer  of  the  RTC  func- 
tions to  the  FDIC  appear  sound  and  reasonable.  Without  experi- 
ence in  the  day  to  day  management  of  the  divisions  which  will  exe- 
cute these  plans,  I  cannot  confidently  anticipate  the  level  of  success 
in  the  plan's  execution.  I  am  certain  that  the  transfer  of  these  func- 
tions will  be  carefully  monitored  by  the  full  board  of  the  FDIC. 

As  I  have  stated  before,  we  have  the  opportunity  to  build  a  much 
improved  FDIC  if  we  can  incorporate  any  superior  procedures  and 
programs  currently  operated  by  the  RTC  into  the  consolidated 
agency. 

Asset  Disposition/RTC/FDIC 

Q.16a.  The  RTC  currently  has  $68  billion  in  assets  from  failed 
thrifts  and  will  acquire  more  from  whatever  failures  occur  over  the 
next  year  and  a  half  Any  assets  remaining,  presumably  the  least 
desirable  ones,  will  become  the  responsibility  of  the  FDIC  at  the 
end  of  1996,  which  already  has  $32  billion  in  assets  from  failed 
banks.  How  do  you  plan  to  dispose  of  these  assets? 

A.16a.  Hopefullv  the  RTC  will  resolve  all  but  the  most  difficult  as- 
sets. I  believe  tnat  non-performing  loans  should  be  handled  on  an 
individual  basis  wherever  possible  and  practical. 

Q.16b.  What  is  your  evaluation  of  the  RTC's  securitization  pro- 
gram thus  far? 

A.16b.  I  am  afraid  that  my  exposure  to  RTC's  securitization  pro- 
gram has  been  limited  to  what  I  might  have  gleaned  from  media 
reports.  I  would  appreciate  the  opportunity  to  further  explore  the 
program  before  offering  a  meaningful  evaluation. 

Q.16c.  What  is  your  preference  with  respect  to  bulk  sales  as  op- 
posed to  individual  sales? 

A,16c.  Bulk  sales  of  performing  loans  is  a  common  practice  in  the 
private  sector  and  can  continue  with  little  adverse  affect  on  the 
buyers  and  borrowers.  As  I  stated  before,  I  believe  that  non-per- 
forming loans  should  be  handled  on  an  individual  basis  wherever 
possible  and  practical  before  being  considered  for  bulk  sale. 
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FDIC  Management 

Q.17.  Quality  of  Examinations:  In  February  1993,  GAO  issued  a  re- 
port that  criticized  FDIC  examinations  for  failing  to  obtain  suffi- 
cient evidence  to  assess  loans,  reserves,  or  internal  controls,  as  well 
as  for  relying  on  State  examinations  without  verifying  their  qual- 
itv.  Are  you  aware  of  these  reported  weaknesses  and  what  do  you 
plan  to  do  to  improve  bank  examinations? 

A.17.  I  believe  that  the  FDIC  must  continue  to  improve  the  caliber 
of  its  examinations  particularly  in  the  area  of  internal  controls.  I 
believe  that  the  independent  GAO  report  should  be  utilized  as  a 
tool  for  identifying  and  correcting  weaknesses. 

The  FDIC  should  not  rely  upon  examinations  from  States  in 
which  it  has  no  reason  to  have  complete  confidence.  I  have  detected 
a  renewed  sense  of  peer  pressure  among  the  States  to  raise  the 
quality  of  their  exams.  It  is  clear  that  examinations  by  all  regu- 
lators must  be  continually  evaluated  for  opportunities  to  improve 
the  process,  clarify  the  process,  and  reduce  regulatory  burden. 

Foreign  Banks 

Q.18.  Insured  Deposit  Taking  by  Foreign  Banks:  The  foreign  bank- 
ing provisions  of  FDICIA  enacted  by  Congress  in  1991  permitted 
foreign  banks  to  continue  to  do  their  wholesale  commercial  banking 
business  in  this  country  through  branches.  However,  it  required 
foreign  banks  that  wisned  to  take  retail  insured  deposits  whose 
safety  will  be  backed  by  American  taxpayers  to  do  so  only  through 
subsidiary  banks  incorporated  in  this  country  and  not  through 
branches  of  the  foreign  parent.  This  provision  was  originally  advo- 
cated by  the  FDIC  in  1978  and  Bill  Taylor  testified  in  favor  of  it 
during  a  1991  appearance  before  this  Committee.  Do  you  agree 
that  provision  makes  sense? 

A.18.  I  have  not  had  the  opportunity  to  be  personally  involved  in 
the  international  issues  surrounding  foreign  banks'  operations  in 
the  United  States.  I  am  aware  that  there  are  both  national  and 
international  acts  pertaining  to  the  operation  of  foreign  banks  and 
that  there  remain  some  discrepancies  among  countries'  treatment 
of  foreign  operations. 

I  would  appreciate  the  opportunity  to  further  explore  these  com- 
plex issues  before  providing  the  Senate  with  a  meaningful  position. 

Q.19.  Regulatory  Equity— CRA  and  FDIC  Insurance  Premiums: 
Last  November  the  former  Kentucky  Banking  Commissioner  told 
this  Committee  that  foreign  banks  receive  preferential  treatment  in 
our  market  because  they  are  not  subject  to  CRA  or  deposit  insur- 
ance premiums.  Do  you  agree  that  foreign  banks  do,  in  fact,  enjoy 
a  number  of  competitive  advantages  over  our  domestic  banks  and, 
if  so,  what  are  they  and  what  if  anything  should  be  done  about  it? 
A.19.  My  sentiment  regarding  extension  of  consumer  protection 
laws  being  applied  to  foreign  banks  is  very  similar  to  my  position 
stated  earlier  regarding  consumer  protection  laws  being  applied  to 
bank  competitors.  Consumer  protection  laws  are  intended  to  ensure 
that  all  citizens  are  treated  fairly  and  honorably  by  this  country's 
product  and  service  providers.  Consequently,  I  believe  that  any  or- 

fanization  offering  a  product  similar  to  a  bank  product  should  be 
eld  to  the  same  level  of  consumer  protection  as  banks. 
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I  see  no  advantage  accrued  tx)  foreign  banks  by  not  paying  de- 
posit insurance  on  deposits  which  are  uninsured. 

Mutual  Funds 

Q.20.  Recent  studies  by  the  SEC  and  others  have  shown  that  cus- 
tomers at  banks  who  purchase  mutual  funds  through  the  bank  do 
not  reaHze  that  these  funds  are  not  insured.  What  steps  should  be 
taken  to  insure  that  a  bank's  customers  fully  understand  when 
they  are  not  purchasing  an  insured  product? 

A.20.  It  is  clear  that  the  bank  regulators  as  well  as  the  bank  asso- 
ciations are  all  currently  very  much  engaged  in  the  development 
and  issuance  of  guidelines  so  that  the  distinction  between  insured 
products  and  uninsured  products  is  crystal  clear  to  the  consumer. 
I  believe  that  we  can  afford  to  monitor  the  banks'  performance  in 
this  area  for  some  time  before  proposing  legislative  remedies. 

I  have  stated  how  critical  I  believe  that  the  consumer  education 
obligation  is  for  both  the  banks  and  the  FDIC.  Much  work  remains 
to  be  done  in  this  area.  I  reiterate  that  it  will  be  a  high  priority 
for  me  as  a  board  member  of  the  FDIC. 

Minorities  and  Women  at  the  Top 

Q.21a.  The  bank  regulatory  agencies  have  been  criticized  for  hav- 
ing too  few  minorities  and  women  in  their  senior  ranks.  Do  you 
perceive  this  to  be  a  problem  at  the  FDIC,  and  if  so,  what  do  you 
plan  to  do  about  it? 

A.21a.  The  numerical  evidence  I  have  seen  demonstrates  clearly 
that  there  are  too  few  minorities  and  women  in  the  senior  ranks 
at  the  FDIC.  I  will  do  everything  in  my  power  to  remedy  this  situa- 
tion. It  will,  however,  be  a  struggle  as  I  also  intend  to  fulfill  com- 
mitments made  to  all  employees,  including  white  males,  as  the 
FDIC  is  engaged  in  its  downsizing  program. 

Q.21b.  Do  you  plan  to  increase  the  FDIC's  resources  devoted  to  ef- 
fectively oversee  implementation  of  regulations  involving  minority 
and  women-owned  firms? 

A.21b.  Again,  the  numerical  evidence  I  have  seen  at  the  FDIC  re- 
garding contracting  with  minority  and  women-owned  firms  leaves 
much  to  be  desired.  I  will  dedicate  myself  to  seeing  that  the  FDIC's 
performance  in  this  area  is  greatly  improved. 

Independence 

Q.22.  As  you  know,  I  am  a  strong  believer  in  the  need  to  create 
an  independent  Federal  Banking  Commission.  At  the  same  time  I 
have  been  a  long  standing  supporter  of  the  independence  of  the 
Federal  Reserve  Board  and  the  FDIC.  What  assurances  can  you 
give  us  that  you  will  preserve  the  historical  independence  of  the 
FDIC? 

A.22.  The  FDIC's  historic  rugged  independence  is  critical  to  its  suc- 
cess and  a  major  attraction  to  me  as  I  seek  an  appointment  to  the 
board.  I  share  the  Senators'  deep  commitment  to  continuing  this 
independent  tradition  and  will  do  everything  in  my  power  to  main- 
tain the  FDIC's  ability  to  operate  without  undue  political  or  indus- 
try pressure. 
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The  Value  of  a  Bank  Charter 

Q.23.  Some  banking  analysts  complain  that  the  industry  is  in  long- 
term  decline,  losing  market  share  in  deposits  to  mutual  funds  and 
in  commercial  lending  to  finance  companies  and  the  commercial 
paper  markets.  Is  a  bank  charter  still  valuable?  Does  it  need  en- 
hancing? In  what  ways? 

A.23.  I  strongly  believe  that  the  value  of  a  bank  charter  does  re- 
quire enhancing.  The  most  important  contribution  Government  can 
make  to  this  process  is  to  level  the  playing  field.  Consumer  protec- 
tion laws  should  be  applied  imiversally  and  banks  should  be  able 
to  engage  in  non-insured  products  and  activities  as  long  as  the  in- 
surance funds  are  not  jeopardized. 

Compliance  with  the  Law 

Q.24a.  Do  you  agree  to  fully  comply  with  the  letter  and  the  spirit 
of  FDICIA  and  FIRREA  and  all  the  other  laws  that  you  are 
charged  to  enforce? 

A.24a.  Absolutely.  FDICIA  and  FIRREA  restored  sanity  and  credi- 
bility to  the  United  States  banking  system.  There  have  been  var- 
ious comments  regarding  specific  details  of  this  legislation  contrib- 
uting to  regulatory  burden  and  Congress  has  committed  to  review- 
ing such  concerns.  At  the  end  of  the  day,  however,  these  two  pieces 
of  legislation  reinvigorated  the  independent  regulatory  structure 
and  restored  consumer  confidence  in  the  full  faith  and  credit  of  the 
United  States  Government.  The  spirit  embedded  in  FIRREA  and 
FDICIA  must  be  maintained  as  we  move  forward. 

The  FDIC  Improvement  Act  of  1991  and  the  Financial  Institu- 
tions Reform,  Recovery,  and  Enhancement  Act  of  1989  provided  a 
series  of  reforms  to  enhance  management  and  capital  and  improve 
oversight  through  tripwires,  prompt  corrective  action  and  other 
means. 

Q.24b.  What  are  your  views  on  the  regulatory  reforms  in  FDICIA? 
Do  you  undertake  to  enforce  vigilantly  the  prompt  corrective  action 
and  other  provisions  of  FDICIA? 

A.24b.  The  poor  performance  of  the  industry  and  the  regulators 
immediately  prior  to  1991  begged  for  the  improvements  contained 
in  FDICIA  particularly  the  provisions  for  prompt  corrective  action. 
I  am  committed  to  seeing  that  all  of  the  provisions  of  FDICIA  are 
vigilantly  enforced  during  my  term  as  a  board  member  of  the 
FDIC. 

Q.24c.  What  are  your  views  on  the  effect  of  FIRREA  on  the  health 
of  depository  institutions? 

A.24C.  FIRREA  made  it  possible  to  end  the  unnecessary  and  mind- 
less losses  battering  the  thrifts'  deposit  insurance  system.  It  gave 
both  the  thrift  industry  and  the  taxpayer  a  chance  to  stabilize  the 
situation  and  look  forward  to  a  healthier  and  more  manageable  fu- 
ture. FIRREA  represents  a  great  accomplishment  for  both  the  Con- 
gress and  the  Executive  Branch  in  dealing  successfully  and  mean- 
ingfully with  a  devastating  economic  crisis. 
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RESPONSE  TO  ADDITIONAL  WRITTEN  QUESTIONS  OF  THE 
SENATE  BANKING  COMMITTEE  FROM  ANNE  L.  HALL 

Q.l.  I  am  concerned  over  the  Administration's  CRA  proposal.  Spe- 
cifically, I  am  concerned  that  small  community  banks  will  see  little 
regulatory  relief  unless  they  have  a  "reasonable"  loan  to  deposit 
ratio  of  60  percent.  Sixty  percent  is  unrealistic  for  most  small  com- 
munity banks  and,  in  fact,  would  jeopardize  safety  and  soundness. 

What  is  your  view  on  the  use  of  60  percent  as  an  example  of  a 
"reasonable"  loan  to  deposit  ratio?  Would  it  not  be  better  to  elimi- 
nate the  use  of  a  percentage  altogether  and  to  allow  examiners  to 
define  reasonable  based  on  the  characteristics  of  a  bank's  commu- 
nity and  competition? 

I  have  attached  a  few  letters  from  my  constituent  banks  and 
hope  that  you  will  read  them. 

A.1.  I  concur  with  the  expressions  of  concern  contained  in  the  cor- 
respondence submitted  along  with  this  question.  I  found  the  letters 
to  be  articulate  and  thoughtful.  True  regulatory  burden  relief  was 
the  promise  of  both  the  Administration  and  the  regulators  who  cre- 
ated this  proposal  and  I  believe  it  represents  a  covenant  which 
must  be  kept  with  all  banks  if  any  CRA  refonn  is  to  be  successful. 
Federal  examiners  must  be  made  to  understand  that  their  function 
involves  more  judgment  and  more  talent  than  simply  following  nu- 
merical formulas.  I  am  hopeful  that  this  is  becoming  clear  to  the 
regulators  during  the  CRA  comment  period.  We  will  hopefully  find 
that  the  ultimate  successful  reforms  recognize  the  bona  fide  com- 
munity reinvestment  performance  of  our  many  community  banks. 

Q.2.  I  would  like  to  see  Federal  bank  regulators  have  the  discretion 
to  examine  certain  institutions,  small  banks  with  $250  million  in 
assets  or  less  with  a  CAMEL  1  or  2  rating,  on  a  18-month  rather 
than  a  12-month  cycle.  Do  you  believe  that  the  FDIC  could  apply 
this  discretion  wisely?  Can  you  foresee  circumstances  in  which  this 
discretion  may  be  useful? 

A.2.  I  believe  that  the  FDIC,  as  well  as  all  Federal  regulators,  are 
in  the  process  of  earning  the  power  to  exercise  discretionary  au- 
thority through  the  restoration  of  the  public's  and  the  Congress' 
trust  and  confidence.  I  am  eager  to  demonstrate  that  the  FDIC 
could  prudently  determine  which  institutions  with  a  CAMEL  1  or 
2  rating  should  be  examined  on  a  18-month  rather  than  a  12- 
month  cycle.  I  believe  that  this  discretion  would  relieve  an  unnec- 
essary burden  on  many  of  our  small,  well-capitalized  and  well-man- 
aged banks  and  woula  not  jeopardize  the  safety  and  soundness  of 
the  insurance  fund. 

Q.3.  In  an  effort  to  eliminate  discrimination  in  lending,  a  provision 
was  included  in  the  FDIC  Improvement  Act  to  require  bank  regu- 
lators to  refer  any  cases  that  show  a  pattern  or  practice  of  discrimi- 
nation to  the  Justice  Department.  Any  isolated  incident  of  appar- 
ent discrimination  is  to  be  referred  to  the  Department  of  Housing 
and  Urban  Development  and  the  loan  applicant  is  to  be  notified. 
Unfortunately,  this  second  part,  requiring  the  notification  of 
HUD  and  the  loan  applicant,  has  the  consequence  of  deterring 
lenders  from  self-testing.  Lenders  afraid  of  the  repercussions  if 
they  do  find  a  violation,  may  refrain  from  self-testing  and  other  in- 
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temal  procedures  to  detect  bias,  hoping  that  if  they  do  not  see  a 
violation  the  regulator  will  not  either. 

This  is  exactly  the  wrong  type  of  behavior.  We  want  financial  in- 
stitutions to  undertake  their  own  aggressive  efforts  to  ferret  out 
discrimination.  In  addition,  institutions  are  also  likely  to  be  more 
reluctant  to  actively  seek  minority  borrowers,  since  the  more  mi- 
nority applications  you  have,  the  greater  the  risk  that  one  could  be 
handled  wrong.  How  should  we  correct  this  problem? 

A.3.  Again,  the  answer  lies  in  the  FDIC's  earning  the  confidence 
and  trust  of  the  Congress  so  that  it  may  exercise  discretion  when 
dealing  with  banks  who  have  demonstrated  a  willingness  to  police 
themselves.  Such  institutions  should  be  applauded  rather  than 
punished. 

I  am  hopeful  that  in  the  near  future  the  system  will  provide  for 
the  elimination  of  punitive  measures  being  taken  against  institu- 
tions which  have  discovered  bias  and  taken  appropriate  corrective 
action  and  have  provided  restitution  to  any  consumers  who  suf- 
fered because  of  individual  or  institutional  discrimination. 
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